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Retail Trouble Spots 


DE FORD C. MILLS 
Partner, Cresap, McCormick and Paget 





| When retailers run into difficulties and consult a management 
consultant, their troubles often fall into one of eight basic trouble 
areas. A leading marketing consultant surveys these trouble areas, 


interpreting causes and implications. 








As part of my work in the retail di- 
vision of a management consultant 
firm, I assist the managements of inde- 
pendent and chain department stores, 
specialty stores, and many other kinds 
of retail establishments in identifying 
and overcoming their problems. 

On the surface, these different stores 
may seem to experience very different 
kinds of problems. Frequently, how- 
ever, underneath the outward appear- 
ances and behind the evidences of 
varied difficulty, the same basic prob- 
lems appear. Thus, it may be useful to 
isolate and define those areas which 
seem to be major sources of retail diffi- 
culty and to take a brief look at some of 
their causes and implications. 

Currently, there are eight basic 
trouble areas. These may vary in im- 
portance, but they have in common a 
persistency and tenacity which make 
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them hardy perennials in the retail 
problem garden. 


Merchandising Character 


Of first concern is the difficulty some 
stores experience in developing and/or 
maintaining a distinctive and appealing 
merchandising character. Most of us 
know instinctively what is meant by a 
store’s character or personality, the 
qualities that set it apart from its com- 
petitors, that make it different. If a 
store is to have sales success against 
vigorous competition, it must have a 
merchandising character that a large 
number of consumers consider attrac- 
tive. Normally, this character empha- 
sizes a store’s natural advantages and 
capitalizes upon the weaknesses of 
competitors. 

The stores with a well-defined mer- 
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chandising character are usually among 
the most successful companies. Ex- 
amples are Lord & Taylor, The Hecht 
Company, Abercrombie & Fitch, Nei- 
man-Marcus, and the J. C. Penney 
Company. Consciously or unconsci- 
ously, these stores and others like them 
have identified the kind of customer 
they wish to reach—in terms of in- 
come, education, occupation, age, and 
other factors that influence buying pat- 
terns or choice of store. They have 
selected merchandise, provided serv- 
ices, and adopted sales promotional 
practices with the common objective of 
attracting this kind of customer. Such 
stores clearly recognize their position in 
relation to competitors. Sometimes a 
store’s character and competitive posi- 
tion are defined in writing, and the 
description is then distributed to all 
members of management in order to 
facilitate a common understanding of 
the accepted store character as well as 
to ensure its support throughout the or- 
ganization. 

When a firm lacks such a distinctive 
character, however, or when that char- 
acter begins to slip away, the store's 
fortunes usually decline. The failure 
of a store to establish and maintain an 
appealing character usually is the re- 
sult of inadequate attention given to the 
study of consumers and competitors on 
a continuing basis, with a view to adop- 
tion and maintenance of that personal- 
ity which appears to spell maximum 
opportunity. If a formerly distinctive 
store character has become obscure 
and the zip has gone out of its person- 
ality, the trouble may be that manage- 
ment has been distracted from its origi- 
nal character objective—perhaps by the 


current successes of competitors, which 
may have resulted in an attempt to 
mimic them, even though this action 
might not be in keeping with the store’s 
basic character. Often the trouble lies 
in a failure to understand the need for 
the continuing study of consumers, 
their wants, and their attitudes toward 
the store to provide a basis for current 
merchandising, service, and promo- 
tional actions that would ensure the 
maintenance of the desired character. 
Sometimes a change in the character of 
the neighborhood in which the store 
is located lies behind the problem. In 
such cases, it may be difficult or im- 
practical to maintain the store’s original 
merchandising character, and manage- 
ment may resort to changes, which 
eventually confuse the store’s personal- 
ity or reduce its appeal. 

Regardless of cause, however, a store 
without an appealing and distinctive 
character is almost invariably in sales 
trouble. Management efforts may lack 
a common goal, effective decentraliza- 
tion of responsibility for profit perform- 
ance may be difficult, conflicting deci- 
sions may be made, and profits may 
suffer. 

Accordingly, in planning for a bet- 
ter retailing tomorrow, a major objec- 
tive should be to devise techniques for 
the establishment, vigorous develop- 
ment, and maintenance of a distinctive 
and attractive merchandising character. 


Long-Range Plans 


The second major problem area con- 
cerns the failure to engage in long- 
range planning. Long-range planning, 
it should be emphasized, is not an 


—— 
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ivory-tower concept, suitable only for 
classroom discussion and impractical 
in application. Rather, its essence is 
the establishment of operating goals— 
sales, margins, expenses, and profits 
for accomplishment, say three to five 
years hence—and a realistic thinking- 
through of the activities to be engaged 
in to make them attainable. In the 
course of this analysis, the require- 
ments of the developments to be under- 
taken must be identified and provided 
for. These may include finances, facil- 
ities, organization, and personnel. Then 
the financial effects of the implemen- 
tation of these goals also should be set 
down. Finally, and of major impor- 
tance, a long-range plan worthy of the 
name schedules the things to be done 
and assigns responsibility to specific 
executives. All this, of course, must be 
reduced to writing and revised at least 
annually. On these annual revisions 
another year should be added, so that 
the plan always projects for a constant 
period into the future. 

This concept of planning ahead is no 
stranger to managements of many in- 
dustrial enterprises ; why it is found so 
infrequently in retailing is something of 
a mystery. As a result of the failure 
to follow this technique, the tendency 
of some stores is to progress from 
crisis to crisis. When major decisions 
must be made, such as whether to enter 
a proposed shopping center with a 
branch store, there is no over-all devel- 
opment plan to help management reach 
them. Instead, each problem is solved 
as it arises. 

Small wonder, then, that decisions 
which are inconsistent may be made 
within a few months of each other, and 
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that stores tend to live from day to 
day, even to the extent of comparing 
their sales progress each day with their 
sales performance on the same day a 
year ago. If there is one thing needed 
to make the retailing of tomorrow a 
better managed and more enjoyable 
business, it is for top management to 
adopt the tried and true technique of 
long-range planning. 


Policies 


How many stores actually possess a 
policy manual? This term does not 
refer to a procedures manual, which 
describes how to execute a certain ac- 
tivity, but to the basic philosophies and 
principles upon which the business was 
founded. A policy manual is a written 
set of basic rules to guide all executives 
in the day-to-day administration of the 
business. 

Few stores have complete, well- 
formulated policies, even in unwritten 
form. As a result, a store’s activities 
may not be properly integrated ; exces- 
sive management time may be spent in 
arriving at “policy” decisions ; and top 
management may experience difficulty 
in delegating authority and responsi- 
bility. The writing out of policies 
forces management to think its way 
through to a specific set of principles of 
doing business in all important aspects 
of the company’s operations. It makes 
possible the effective communication of 
policies to all members of management 
and provides a rapid indoctrination in 
company policy for newcomers. It is 
a prime requirement of genuine decen- 
tralization of responsibility and reduc- 
tion of the work of top management. 
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Accordingly, plans for an improved 
retailing tomorrow should include en- 
couragement of management to adopt 
the policy manual as a management 
tool. 


Organizational Arrangements 


The next major problem area con- 
cerns the organizational structure of 
the typical department and specialty 
store. Of all the chronic problems of 
stores, no other is so telling in its steady 
toll on the health of the enterprise. The 
reason is clear when we realize that 
organization is merely the division of 
the work to be done to realize a store's 
objectives, and that the method of divi- 
sion used in many stores does not get 
the work done as thoroughly or effi- 
ciently as is desirable. In department 
stores with branches, this problem is 
particularly acute. 

These deficiencies in the typical de- 
partment-store organization plan are 
serious enough in themselves, but the 
problem is compounded by the appar- 
ent failure of some retailers to recog- 
nize their existence. 

What is wrong with the usual de- 
partment-store organizational  struc- 
ture? Basically, the problem stems 
from the use of a functional plan of 
organization which places an executive 
in charge of each of the four functions 
that most stores currently consider to 
be of major importance: merchandis- 
ing, Operating, personnel, and control. 
The inevitable result of the use of this 
scheme of organization is that respon- 
sibility for profit performance cannot 
effectively be delegated below the level 
of the general manager, since all the 


four key functions enter into that per- 
formance to some degree. At the same 
time, all disagreements among key 
functional executives—and these do 
occur—can be settled only by the gen- 
eral manager. As an added handicap, 
many department-store-managements 
make little use of staff executives as 
assistants to the chief executives to 
help them fulfill their responsibilities. 

Is it any wonder, then, that the typi- 
cal department-store general manager 
is grossly overburdened and works 
under tension ? 

But a department store’s organiza- 
tional woes do not stop here. Most re- 
tailers agree that a department store’s 
main job is to sell merchandise. At one 
time, the buying of merchandise was a 
more important function than it is to- 
day. Years ago, the assembly of a 
varied and interesting assortment of 
merchandise required extensive travel 
to world markets and, usually, could be 
accomplished successfully only after 
many months of effort by an experi- 
enced buyer. Today, the task is rela- 
tively simple, with vast assortments of 
desirable merchandise—much of it pre- 
bought by consumers in the sense that 
it consists of brands demanded by a 
store’s consumers—available in the 
New York market alone. And today, 
too, competition is more vigorous. 
Hence, selling rather than buying has 
become a vastly more important func- 
tion ; today it is management’s number 





one responsibility. 

In spite of this, the traditional de- 
partment-store form of organization 
fails to bring together the selling func- 
tion under a key functional executive. 
Instead, essential elements of that func- 
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tion typically are split among the mer- 


chandise manager, operating manager, 
and personnel manager. As a result, 
the function usually is not well per- 
formed. 

In the light of the problems created 
by the traditional functional form of 
department-store organization, it seems 
clear that organization is an area which 
must receive thoughtful attention if the 
managements of tomorrow’s depart- 
ment stores are to operate with maxi- 
mum effectiveness and are to do the 
best selling jobs of which they are 
capable. 


Management Control 


Another major problem area in 
stores is that of management control of 
the enterprise. This involves top man- 
agement’s ability to see that its short- 
and long-range plans, both financial 
and otherwise, actually are accom- 
plished in a manner satisfactory in all 
respects. 

Though the problem of control may 
be relatively simple in a small store, it 
can and does become a fearsome thing 
in many larger establishments, particu- 
larly chains. Management obtains ef- 
fective control of a company’s major 
activities only by taking a series of four 
steps. These are: 

1. It must effectively communicate 
its over-all merchandising character ob- 
jectives and policies to all executives, 
and its financial objectives and long- 
range strategy to key subordinates. 
This action, as discussed earlier, re- 
quires the development of these plans 
and policies and their formulation in 
writing. 

2. Next, management must see to it 
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that its operating results and capital re- 
quirements are budgeted by the execu- 
tives responsible for their performance. 
This practice is aided by the use of 
appropriate performance standards, 
which represent management’s concept 
of what satisfactory performance is. 

3. As a third obvious step, manage- 
ment must provide appropriate per- 
formance reports that compare actual 
results with those budgeted, and thus 
detect unsatisfactory performance on 
the basis of which corrective action can 
be taken. 

4. Finally, a truly effective manage- 
ment control system includes the peri- 
odic review of the performance of key 
executives for the purpose of encourag- 
ing understanding of, and conformance 
to, company objectives, policies, and 
financial goals. 

It is apparent that the accomplish- 
ment of management control requires 
far more than a good reporting system, 
although this fact is not always well 
understood. Some stores, for example, 
do little or no budgeting of their opera- 
tions ; and many of those that do com- 
pare their current results with last 
year’s figures rather than with planned 
performance. Few retailers budget 
their performances so soundly that 
they are willing to confine the measure- 
ment of their actual performances to 
comparisons with budgeted results. 

When management lacks an effective 
system of over-all control of a store’s 
activities, several things happen. Top 
management tends to harass subordi- 
nates to establish what and how they 
are doing; the atmosphere of “crisis” 
becomes accentuated; frustrations oc- 
cur; accurate measurement of execu- 
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tive performance is difficult ; diagnosis 
of the ills of the business is hard to ac- 
complish ; and the over-all effectiveness 
of management inevitably declines. If 
you know a store management that is 
experiencing these types of difficulty, 
check its control practices. The chances 
are good that you will find them inade- 
quate in one or more respects. 

It is apparent, therefore, that another 
major contribution toward an improved 
retailing of tomorrow is to encourage 
management to install a system to give 
it effective control of management’s 
major activities. 


Personnel 


Personnel problems concern both ex- 
ecutive and nonexecutive personnel and 
tend to revolve around the difficulty of 
finding qualified people to accomplish 
the work to be done. People tend to 
work not only where they are well paid 
but also where they are happy. Al- 
though many factors contribute to the 
extent of the enjoyment experienced 
by an employee of a store, the effective- 
ness with which management performs 
is an important element. If manage- 
ment fails to establish and develop an 
effective merchandising character for 
the store, ignores the need to plan a- 
head, does not spell out basic policies, 
fails to organize properly, or lacks 
effective control of the business, it cre- 
ates a situation that can lead to frus- 
trations, as well as an atmosphere of 
crisis and pressure, which permeates 
some stores. 

In such an atmosphere, executives 
tend to become discouraged and leave; 
new ones become increasingly hard to 
find. Executive attitudes, in turn, are 


transmitted to rank-and-file employees, 
Accordingly, personnel problems at all 
levels tend to increase. 


Merchandise Planning and Control 


For. many stores the field of mer- 
chandise planning and control is also a 
trouble spot. Involved here are the 
policies and techniques used to deter- 
mine assortments and to effect control 
over inventories and purchases. The 
basic purpose, of course, is to secure 
the best possible balance between the 
merchandise wants of consumers and 
the inventories of stores. If this bal- 
ance is well maintained, sales tend to 
rise, markdowns to fall, and turnover 
to increase within certain limits. 

In view of these advantages, one 
might expect that most stores would do 
a good job of planning and controlling 
their merchandising activities. Unfor- 
tunately, this is not always the case. 
Though there are outstanding excep- 
tions, a good many stores never get off 
the ground in so far as merchandise 
planning and control are concerned. 
Among the more common difficulties 
is a tendency to place excessive reliance 
on dollar controls and/or arrive at unit 
inventories and purchases in the light 
of allowed dollar amounts; to decen- 
tralize complete responsibility for mer- 
chandise planning and control to each 
a practice that invariably re- 





buyer 
sults in no controls or inadequate con- 
trols in many departments; and to 
provide insufficient attention to the 
function of planning unit assortments 
and unit purchases. 

Although these practices are serious 
in the case of a single unit department 
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store, they tend to cause a near break- 
down of the merchandising function 
when allowed to occur in a department 
store with suburban branches. 

These difficulties do not arise pri- 
marily from a lack of interest in mer- 
chandise planning and control on the 
part of managements, although this 
may be a factor during times when 
business is good, as at present, in spite 
of deficiencies in planning and control 
methods. In some instances, the cause 
is a lack of knowledge of suitable prac- 
tices, forms, and techniques. In other 
cases, the difficulty arises from a short- 
sighted unwillingness on the part of 
management to authorize the required 
expenditures, which may amount to 
approximately one half of one per cent 
of sales or more. 

Whatever the cause, unsatisfactory 
merchandise planning and control con- 
tinue to discourage customers, add to 
markdown troubles, and slow turnover 

-rates. Accordingly, another of the ob- 
jectives in planning for better retailing 
should be the installation and use of an 
effective system of merchandise plan- 
ning and control. 


Merchandise Handling 


It would be unrealistic to omit the 
problem of expense control from the 
list of those problems most frequently 
encountered in the study of retailing 
establishments. This problem is bound 
together, of course, with basic operat- 
ing methods, as well as with the sub- 
ject of management controls discussed 
earlier. The recent introduction of im- 
proved accounting methods and pro- 
cedures for accurate expense analyses 
by the Controllers’ Congress represents 
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a major step toward improved control 
of expenses, particularly when the 
techniques are coupled with the ap- 
proach to control outlined earlier. In 
addition, the development of special- 
purpose electronic computers, now in 
the experimental stage, can be expected 
to have a significantly favorable effect 
upon the speed and expense of most 
types of data processing. 

One area of basic operating methods 
and expense management in which we 
find that many retailers are currently 
encountering major problems is that of 
merchandise handling. This concerns 
the whole field of the processing of 
merchandise from receipt to order fill- 
ing and final delivery to the customer, 
and involves the facilities, techniques, 
equipment, paper procedures, and con- 
trols necessary to accomplish the mer- 
chandise-handling function rapidly, 
accurately, and inexpensively. 

As stores have grown in size, added 
suburban branches, and increased the 
amount of merchandise bought and 
sold, merchandise handling has become 
a major problem, often calling for a 
completely new approach and the ex- 
penditure of substantial sums for ware- 
houses, service buildings, and equip- 
ment. 

Failure of stores to come to grips 
with merchandise-handling problems 
can result in delays of several days or 
more between the arrival of merchan- 
dise and its appearance on the floor, 
and in delays in delivery to customers. 
Inaccuracies and damage to merchan- 
dise are also encouraged. And, of 
course, the expense of the merchandise- 
handling process tends to soar. 


(Continued on page 104) 
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The following is part of a Ph.D. dissertation for the Graduate 
School of Business Administration, New York University. Other 
parts of the research study are published in Department Store 








It is highly probable that research 
in retailing of some form is almost as 
old as the industry itself. In the begin- 
ning, however, it is difficult to imagine 
research in retailing as being a very 
complicated procedure. As with re- 
search in the physical sciences, research 
in retailing during the formative years 
was more than likely little advanced 
beyond the point of rough observation 
and the evolution of a few arbitrary 
principles. Nonetheless, the rudimen- 
tary form of research gave the progres- 
sive merchant of ancient times the 
same type of competitive advantages 
that the more highly developed forms 
of modern research make available to 
the progressive merchant of today. 

Despite the probably long use of re- 
search in retailing, the recorded his- 
tory of this activity is limited to rela- 
tively recent times. The primary 
reason for the void in history on this 
subject is undoubtedly due, in large 
measure, to the fact that merchants 
only began to label their research ac- 
tivities as such in recent years. Robert 
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Arkell, a former research director of 
the J. L. Hudson Company, Detroit, 
explains the situation this way: 


The earliest attempts at research 
lacked the concrete aims and con- 
centrated effort of the present- 
day research department ; thus the 
origin of retail research as we 
know it today is rather vague. As 
early as 1870-1880, such stores as 
Jordan Marsh & Company, Lord 
& Taylor, John Wanamaker, and 
Marshall Field & Company spent 
considerable time and money 
studying French department store 
merchandising procedures. with 
the view of adapting them to 
American conditions. These stores 
did not, at the time, though, use 
the term research.* 


Harvard University Studies 


In 1911, the Harvard Bureau of 
Business Research initiated a detailed 
study of distribution costs, probably 
the first organized effort to conduct 


research in retailing. According to 


* See footnotes at end of article. 
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Malcolm P. McNair, these studies 
were undertaken “primarily to pro- 
vide information for use in teaching in 
the Harvard Business School.”? As 
early as 1919, the Harvard Bureau of 
Business Research issued reports of 
distribution cost studies for the drug, 
grocery, hardware, jewelry, and shoe 
retail trades. 

The bureau issued its first annual 
report on the operating expenses of de- 
partment and specialty stores in 1921 
under a grant from the National Re- 
tail Dry Goods Association. This par- 
ticular study is currently in its thirty- 
fifth year of publication. 

Nine years after the bureau made its 
first annual survey of department and 
specialty stores, it undertook a similar 
study of limited price variety store 
chains. The latter study was begun 
with the co-operation and_ financial 
support of the Limited Price Variety 
Stores Association. This study is pres- 
ently in its twenty-fourth year. 


Sears, Roebuck and Company— 


1912 


Sears, Roebuck and Company re- 
ports having established a_ testing 
laboratory with a director in charge as 
early as 1912. Thus, this company 
must be placed high on the list of pos- 
sibilities as being the first retail firm 
to give official recognition to a gen- 
erally acknowledged research activity. 
It should be noted, however, that Sears, 
Roebuck and Company followed a 
practice emphasized by Arkell and did 
not use the word research in the title 
of either the testing laboratory or its 
director. 
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Retail Research Association—1916 


Credit for being among the first re- 
tailers to place his official sanction on 
research as an essential activity of a 
retail firm must go to Lincoln Filene. 
In 1916 Filene induced a number of 
progressively minded independent mer- 
chants across the country to go along 
with him in founding the Retail Re- 
search Association. These farsighted 
men had in mind the avowed purpose 
of creating an organization that would: 


Serve as a medium for the ex- 
change of information between the 
affiliated stores, which will re- 
sult in more efficient operating 
methods, better merchandising 
principles, and improved services.* 


The Associated Merchandising Cor- 
poration openly acknowledges its debt 
to Filene and his fellow merchants: 


This organization owes its begin- 
ning in 1916 to the far-seeing 
judgment of Mr. Lincoln Filene of 
William Filene’s Sons Company 
who, with a group of other inde- 
pendent retailers, formed the Re- 
tail Research Association, and the 
Associated Merchandising Cor- 
poration into which the first asso- 
ciation has been merged. The 
small beginning staff of research 
workers has now evolved into a 
complete organization touching 
every phase of store activity.* 


Over the years, the Retail Research 
Association has consistently adhered 
to the original purpose of its founders 
by sponsoring research programs in its 
member stores. Today, the Retail Re- 
search Association is a part of the gi- 
gantic Associated Merchandising Cor- 
poration whose twenty-six member 
retail firms account for total annual 
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sales well in excess of one billion 
dollars. 


Research Bureau for Retail 
Training—1918 


Edgar J. Kaufmann, of the Kauf- 
mann Department Stores, Inc., Pitts- 
burgh, Pennsylvania, was another of 
the early believers in research in retail- 
ing. Like Filene, Kaufmann acted with 
foresight and determination. It was 
Kaufmann who convinced ten fellow 
merchants in Pittsburgh that they 
should co-operate with, and support 
financially, an institution to conduct re- 
search and training in the field of retail 
personnel. These men, together with 
the Carnegie Institute of Technology, 
founded the Research Bureau of Re- 
tail Training on April 24, 1918. 

The purposes of the bureau as stated 
in its constitution are: 


This bureau is established with 
three aims: (1) to give profes- 
sional training to those planning 
to enter the field of retailing and 
to those who desire to become 
more efficient in that field; (2) to 
train special teachers and super- 
visors in this field; (3) to conduct 
investigations for the improvement 
of methods of selecting, training, 
and supervising the employees in 
retail stores.° 
The bureau remained a department 
of the Division of Cooperative Re- 
search of the Carnegie Institute of 
Technology until 1923 when the 
“Board of Trustees of the Carnegie 
Institute of Technology voted to dis- 
continue relations with the department 
stores of Pittsburgh through this enter- 
prise.””* The bureau was then trans- 
ferred to the University of Pittsburgh 


where it has, within the past year, at- 
tained the status of a school. The mer- 
chant-sponsors of this research training 
effort have continued to support the 
bureau throughout the entire period of 
its existence, both through participa- 
tion in its activities and with liberal 
grants of money. 


First Research Departments in 
Retail Firms—1918 


To determine which retail firms first 
set up a research department, as such, 
presents some difficulty. Two large de- 
partment-store firms—L. S. Ayres and 
Company, Indianapolis, Indiana, and 
the Rike-Kumber Company, Dayton, 
Ohio—reported, during the field inves- 
tigation, that they had incorporated re- 
search departments as integral parts of — 
their organizations as early as 1918, 
However, the J. L. Hudson Company, - 
Detroit, Michigan, enters a demurral to 
the claims of its fellow members of the 
Associated Merchandising Corporation 
with this statement: 


In 1916, Mr. Lincoln Filene, who 
is generally credited with being 
among the first of a small group 
of retailers to place his approval 
upon “research,” began the organ- 
ization of the Retail Research As- ~ 
sociation. ... But it was not 
until 1919 that the birth of re- 
search, as we now know it, was 
officially recorded. In March of 
that year, Mr. Oscar Webber, 
Vice President and General Man- 
ager of the J. L. Hudson Com- 
pany in Detroit, organized a re- 
search department as a service to 
his executive staff. Other progres- 
sive stores soon followed suit, and 
thus was established the present 
Research Division of the Associ- 
ated Merchandising Corporation, 
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consisting of store research de- 
partments working independently 
and exchanging their discoveries 
through the parent organiza- 
ee 


The academic nature of the question 
of which store had the first research de- 
partment hardly justifies the expendi- 
ture of time and effort it would require 
to resolve existing differences of opin- 
ion. Under the circumstances, it ap- 
pears sufficient to grant that retail 
firms first incorporated the research 
department as an integral part of their 
organization structure some time dur- 
ing the 1918-1919 period. 


National Retail Dry Goods 
Association—1924-1925 


The National Retail Dry Goods As- 
sociation initiated two extremely 
worth-while projects involving re- 
search during the 1924-1925 period. 
In September 1924, a committee was 
appointed to study the fundamentals of 
retail organization, and Paul M. Mazur 
of Lehman Brothers was invited to 
conduct the investigation. Based on his 
findings, Mazur prepared a _ report 
which was published in 1927 in book 
form.* The four-point functional plan 
of organization outlined by Mazur in 
this report has played a dominant role 
in the development of department-store 
organization structure since it was 
first issued. 

The second research-centered proj- 
ect undertaken by the National Retail 
Dry Goods Association during this 
period was concerned with the devel- 
opment of various merchandising and 
operating ratios on an annual basis. 
The Controllers’ Congress of the asso- 
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ciation had charge of this project, 
which involved the collection, process- 
ing, and reporting of the merchandis- 
ing and operating results of member 
stores. The first of these annual re- 
ports was issued in 1925 for the year 
1924 and titled Departmental M erchan- 
dising and Operating Results of De- 
partmentized Stores. During the thirty 
years since it was first published, this 
report has become a handbook that 
member firms of the association await 
with eagerness each year. 


Journal of Retailing—1925 


The JouRNAL oF RETAILING, the of- 
ficial publication of the New York Uni- 
versity School of Retailing, owes its 
beginning in April 1925 to the convic- 
tion on the part of its founders that re- 
search had become an essential activity 
in retailing. In the introductory article 
of the first issue of the JourNaAL, Nor- 
ris A. Brisco, then Director of the New 
York University School of Retailing, 
wrote : 


The fundamental principle of the 
new retailing is the principle of re- 
search. Retailing facts must be or- 
ganized on a sound and dependable 
basis. . . . This is the work of re- 
search. The merchant must make 
more research possible. The Jour- 
nal of Retailing aims to be a med- 
ium for fact analysis. It will en- 
deavor to present in a simple and 
clear way the interpretations of 
retailing facts carefully collected 
and keenly analyzed.® 


That the JouRNAL OF RETAILING has 
held to the initial purpose of its found- 
ers is evidenced by the fact that during 
its thirty years of existence it has pub- 
lished 181 articles which can be classi- 
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fied as research. Listed among the 
contributors of articles to the JoURNAL 
are such well-known names in the trade 
as Walter Hoving, H. I. Kleinbaus, 
Oswald Knauth, Jules Labarthe, God- 
grey Lebhar, Paul M. Mazur, Paul 
Nystrom, Philip J. Reilly, Myron S. 
Silbert, Carl Smalz, and A. W. Zelo- 
mek, 


Controllers’ Congress Research 
Committee—1948 


The Controllers’ Congress Research 
Committee of the National Retail Dry 
Goods Association was established on 
March 1, 1948. The association’s 
stated purpose in founding the commit- 
tee was: “... to conduct impartial 
research into all phases of retailing, to 
assist in the development of better 
standards, procedures, and practices 
for the advancement of scientific man- 
agement in the retail craft.”’ *° 

During the years of its existence, the 
Research Committee has striven to ad- 
vance the idea among merchants of the 
need for research in retailing and to 
discover a scientific and engineering 


1 Robert Arkell, “Retail Research,’ The Buyer's 
Manual, edited by Merchandising Division of the 
National Retail Dry Goods Association (New York: 
National Retail Dry Goods Association, 1949), 
p. 349, 

2 Expenses and Profits of Variety Chains in 1931 
Compared with 1929, Bulletin No. 89 (Cambridge, 
Mass.: Harvard University Graduate School of Busi- 
ness Administration, Bureau of Business Research, 
March 1933), p. iii. 

3 AMC Highlights, a one-page announcement issued 
by the Associated Merchandising Corporation, 1440 
Broadway, New York, N.Y. 

4 Ibid. 

5 Personnel Research in Department Stores, A 
Report of Studies 1918-1925 prepared by the staff 
of the Research Bureau for Retail Training, Univer- 


approach in the management and con- 
trol of retail expense items. 

The Research Committee has also 
sponsored a number of research sery- 
ices for the benefit of the association’s 
members and has issued several reports 
on productivity studies it has com- 
pleted. 


Significance of Milestones of 
Research in Retailing 


Each of these milestones of research 
in retailing represents the beginning of 
a particular type of research effort in 
the field. Their significance, individu- 
ally and collectively, is that each new 
activity was visible proof of the ex- 
panding use of research among mer- 
chants. Each added activity meant 
that the time was rapidly approaching 
when the size of the total research 
effort would demand that merchants 
give careful consideration to its man- 
agement. Since big retailers played 
such a prominent part in this develop- 
ment, the history of research in retail- 
ing is primarily the history of research 
in large retail firms. 


sity of Pittsburgh (Pittsburgh: Research Bureau for 
Retail Training, University of Pittsburgh, 1927), 
p. 1. 
® Ibid., p 2. 

t Arkell, op. cit., pp. 349-50. 

8 Paul M. Mazur, with the assistance of Myron S. 
Silbert, Principles of Organization Applied to Mod- 
ern Retailing (New York: Harper and Brothers, 
1927), p. xi. 

® Norris A. Brisco, ‘‘Research and the Journal of 
Retailing,” Journat or Retatiinc, I, No. 1 (April 
1925), 3-4. 

10 Controllers’ Congress Research Committee of 
the NRDGA, What Is the Research Committee’ 
(New York: NRDGA, 1952-1953), a document 


published for circulation among the membership. 
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policies, its rate of growth. 





The editors recommend the following article as a helpful way of 
understanding a specialized form of competition: its methods, its 








Consumer co-operatives have existed 
in the United States for more than one 
hundred years. It is known that a buy- 
ing club existed in Boston as early as 
1844, and by the 1880's there existed 
as many such organizations as were in 
existence in 1936.* While progress has 
been continuous, it has been far from 
spectacular. In 1929 consumer co-oper- 
atives achieved 0.2 per cent of total re- 
tail sales in the United States ; in 1935 
the figure was 0.3 per cent; in 1939, 
0.5 per cent, in 1943, 0.7 per cent; in 
1946, 0.8 per cent.? In 1948 there were 
4,398 co-operative stores with sales of 
$1,067 million, but the percentage share 
of total retail sales remained 0.8.* With 
certain exceptions, consumer co-opera- 
tives in the United States operate on a 
basis of principles originating with the 
Rochdale plan, which developed in Eng- 
land in the 1840’s.* The Rochdale plan 
stressed three underlying principles: 

1. A democratic organization. Each 


* See footnotes at end of article. 
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member of the co-operative had one 
vote in its control regardless of the 
number of shares of stock owned. 

2. If the co-operative succeeded, each 
member would receive a return on his 
investment consistent with minimum 
prevailing interest rates. 

3. The co-operative would sell at 
prevailing market prices, and any earn- 
ings achieved would be rebated to pur- 
chasers in proportion to their purchases 
from the co-operative. 

Co-operatives embracing the Roch- 
dale principles usually operate with 
membership open to all. Control of the 
co-operative is in the hands of a board 
of directors elected by the membership. 
Local co-operatives are frequently affil- 
iated with regional and national groups. 

Consumer co-operatives in the 
United States have failed to attain the 
prominence enjoyed in some of the 
European countries. Many reasons 
have been advanced for this apparent 
lack of success.° The following are rep- 
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resentative of those found in most 
basic marketing texts: 

1. The American people are individ- 
ualistic and predisposed to competitive 
rather than co-operative ventures. 

2. Large-scale retailers are able to 
offer price advantages equal to, or bet- 
ter than, most co-operatives. 

3. Higher standards of living in 
America make the possibility of small 
savings through a co-operative less 
attractive. 

4. The population moves about too 
much to permit the successful operation 
of co-operatives. 

5. The population is not homogen- 
eous enough in terms of race, nation- 
ality, religion, etc. 

There is little reason to question the 
above factors as contributing to the 
failure of consumer co-operatives to 
gain a significant share of retail sales. 
Yet one frequently finds a consumer 
co-operative that appears to be succeed- 
ing in a market where all, or many, of 
the unfavorable factors are present. 
Such an example is afforded by the 
Rochdale Cooperative of Virginia, Inc. 


Rochdale of Virginia 


Rochdale of Virginia was incorpor- 
ated in July 1945 under the laws of the 
State of Virginia. The co-operative 
was organized to provide co-operative 
services to residents of Arlington, Alex- 
andria, and Fairfax County, areas in 
Virginia bordering Washington, D.C. 
The greater part of the area served 
may be considered as falling within the 
confines of metropolitan Washington. 
The development was initiated through 
the efforts of the Rochdale Cooperative, 
Inc., of Washington, D.C. Rochdale of 


Virginia is an independent organiza- 
tion, since the laws of Virginia will not 
permit foreign co-operatives to operate 
branches within the state. A food 
supermarket was opened at Alexandria, 
Virginia, in January 1946, and a super- 
market and service station were opened 
in Falls Church, Virginia, in July 1954, 
The present membership of the co-op- 
erative is composed of 1,700 residents 
of northern Virginia. 

Rochdale of Virginia was organized 
to operate according to the following 
principles: open membership ; only one 
vote for each member ; limited interest 
on capital; cash sales at market price; 
savings distributed as patronage rebates 
on purchases; neutrality in race, reli- 
gion, and politics ; constant education ; 
continuous expansion. 

Arrangements were made for Roch- 
dale of Washington, D.C., to assist in 
establishing the management of the 
Virginia co-operative. While remaining 
separate organizations, the Washington 
and Virginia co-operatives are able to 
share in the services of management. 


Equipment and Services 


The first supermarket was estab- 
lished in a location leased from the 
Farlington shopping center in Alex- 
andria. The building is 50 feet wide 
and 130 feet deep. The store has the 
usual grocery, meat, and produce de- 
partments plus departments for house- 
hold appliances, automobile accessories, 
and cosmetics and toiletries. The new 
Falls Church supermarket has 13,000 
square feet of floor space. It is modern- 
istic, with automatic checkout counters, 
flourescent lighting, treadle doors, and 
air conditioning. The meat department 
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offers both self-service (packaged) and 
clerk service. The parking area accom- 
modates about 100 cars. The service 
station located at Falls Church, Vir- 
ginia, is a modern eight-pump station. 
Complete auto servicing is offered— 
including that of skilled mechanics. 
The Falls Church supermarket was 
constructed for Rochdale and leased to 
the co-operative by the builder. The 
service station was constructed under a 
plan that will eventually provide for 
outright ownership by the co-operative. 

The Rochdale of Virginia super- 
markets handle nationally advertised 
brands, plus a rather complete line of 
food products marketed under the Co- 
op label. While emphasis seems to cen- 
ter on quality, many of the Co-op label 
items are offered at a price comparable 
to private brands. Government-graded 
U.S. Choice meat products are handled, 
and government grades are specified on 
Co-op label items wherever possible. 
The co-operative belongs to Potomac 
Cooperators, Inc. (P.C.I.), a whoie- 
sale organization operating a ware- 
house in Baltimore, Maryland. Most of 
the Co-op label grocery items are sup- 
plied through this wholesaler. Co-op 
label auto supplies are purchased from 
Southern States Cooperative Whole- 
sale. Through P.C.I., Rochdale of Vir- 
ginia is affiliated with National Coop- 
eratives, Inc., a national purchasing 
organization for co-ops in the United 
States. Fresh produce is purchased 
daily by the co-op’s produce buyer 
working from Washington, D.C. 

The Co-op service station features 
the Co-op brand of gasoline, and cash 
customers who exhibit a “We Use Co- 
op Products” sticker on the rear 
bumper of their car are granted a 2 
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Source: Potomac Co-operative Federation, 
Washington, 


cent per gallon discount as “advertising 
allowance.” Motor oil and numerous 
auto accessories are offered under the 
Co-op brand. Credit cards of all major 
oil companies are honored. 

The most significant factor in the 
history of Rochdale of Virginia has 
been its rapid growth since the start 
of operations in 1946. Sales averaged 
$8,500 per week in 1946 and reached 
$28,000 per week in 1953 ; and with the 
opening of the Falls Church outlets, 
sales for the last three months of 1954 
(fiscal year ) averaged $53,000 per week. 
3eginning with annual sales of less than 
$500,000 in 1946 the Co-op expects 
total annual sales to exceed $3,000,000 
in 1955.7 Chart 1 shows the growth 
in sales in 1946-1954. 

Table I shows the operation of Roch- 
dale of Virginia for the five-year- 
period 1950-1954 and gives further 
insight into the progress made: 

The failure of the co-operative to 
achieve a net saving and to pay a pa- 
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tronage dividend in 1954 may be due to 
the heavy expense incurred in the open- 
ing of the new Falls Church outlets, 
while the benefit of operating these out- 
lets affected only the three months prior 
to the end of the fiscal year. A dividend 
rate of 5 per cent on the stock held by 
members (limited to $1,000 for any 
one member) was established by the 
Co-op’s bylaws in 1951; it was paid in 
1951 and has been paid every year 
since. To date the Co-op has been able 
to repurchase at par value the stock of 
any member wishing to sell. A con- 
densed balance sheet showing the finan- 
cial status of the co-operative is shown 
in Table II. 

Although Rochdale of Virginia may 
have been in operation too short a time 
to permit definite conclusions concern- 
ing its success, one has to admit that its 
success to date has been outstanding. 
Since many of the market characteris- 
tics normally considered necessary for 
the successful operation of a co-opera- 
tive are not present in its market area, 
this rapid development is particularly 
significant. The area is well supplied 
with food stores, both chain and inde- 
pendent. The Rochdale outlets are in 
direct competition with large super- 
markets. The area is characterized by 
a relatively high standard of living. The 
median income of all employed persons 
over fourteen years of age in the Wash- 
ington metropolitan area in 1949 was 
$2,571, as compared to a_ national 
median of $1,917.8 This fact, coupled 
with the small patronage dividend that 
the co-operative has paid, would not 
argue strongly for the economy appeal. 
However, it is possible that customers 
may anticipate a larger saving as the co- 
operative grows in size. 


The population residing in the mar- 
ket is characterized by frequent move- 
ment. Government workers and mili- 
tary personnel comprise a large segment 
of the market. Both groups are sub- 
ject to frequent movement. The 1950 
census reported that almost 25 per 
cent of the people in the metropolitan 
Washington area reported some type of 
move that had taken place within the 
preceding year.® This includes moves 
within the area as well as those coming 
in from the outside. On the other hand, 
elements of the population such as the 
self-employed and perhaps much of the 


TABLE I 


Condensed Balance Sheet, 
Rochdale of Virginia 
September 30, 1954 


Garrent assets .o6ss<04; $150,536 
Equipment and improve- 
ments after deprecia- 


SnD ey ee 113,198 
Investments and deposits, 
__-, Sete Sane ERE ogra re 17,747 
UE are ee Pare 22,733 
Falls Church develop- 
IE Sie So EK co 2/43/ 
COUER HIBDETR. on 6 ca cise 4,232 
Total Assets ....... $336,183 
Current notes and accounts 
OO rer er $135,105 
Equipment contracts .... 20,998 
Accrued expenses ...... 7,121 
Long-term loans and con- 
tracts payable ........ 53,836 
Total Liabilities .... $217,060 
Capital invested by mem- 
eee 99,013 
General reserve ........ 19,660 
Donated surplus ........ 450 
Total net worth.... 119,123 
Total Liabilities and 
Net Worth ...... $336,183 
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service personnel does constitute a 
stabilizing influence. The population of 
the area is not homogeneous in terms of 
race, nationality, or religion. The pop- 
ulation represents a rather heterogen- 
eous group migrating from all sections 
of the United States. The educational 
level of the area is higher than the na- 
tional average. The median school 
years completed by all persons over 
twenty-five years of age is 12.2 for 
metropolitan Washington while the 
median for the nation is 9.3 years.’ 
The educational average is bolstered by 
the large number of white-collar 
workers employed in government serv- 
ice. The possible effect of a higher edu- 
cational level on the development of 
the consumer co-operative remains 
uncertain. 

Thus the traditional requirements for 
successful co-operative development— 
homogeneous: population, strong desire 
to economize, stable population, etc.— 
are not predominating influences in the 
area served by Rochdale of Virginia. 
In seeking to explain the success of 
Rochdale one must turn elsewhere. 


Possible Reasons for Success 


Two factors underlying the develop- 
ment of Rochdale of Virginia serve to 
explain its success: 

1. The co-operative has stressed 
quality of product at a competing price. 

2. The co-operative has _ stressed 
service. 

In regard to the first factor, the co- 
operative places strong emphasis on the 
quality of products carried. In regard 
to the second, it stresses service, not in 
the usual sense of credit, delivery, etc., 
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but in terms of service at the store. A 
store manager explained this concept 
as an attempt to “give the customer all 
the conveniences and advantages of a 
modern self-service establishment com- 
bined with the friendly, informal 
warmth of the old country store.” 

These two polices—which are con- 
sistently carried through—reflect the 
generally effective management, to 
which Walter R. Volckhausen, Execu- 
tive Secretary of the Potomac Coopera- 
tive Federation, attributes much of the 
success attained. Since management is 
a weak spot in the armor of many co- 
operatives, that of Rochdale of Virginia 
might well serve as a model for other 
such ventures. 

In summary, Rochdale of Virginia, 
Inc., has achieved outstanding success 
aS a consumers’ co-operative since its 
beginning in 1945. This success has 
been attained in a market fraught with 
many of the traditional obstacles to the 
successful operation of the consumer 
co-operative. The co-operative has suc- 
ceeded by bypassing some of the basic 
appeals usually associated with con- 
sumer co-operatives, and making its 
bid to the public in terms of dependable 
quality and friendly service. 


1E. A. Duddy and D. A. Revzan, Marketing 
(New York: McGraw-Hill Book Company, Inc., 
1947), p. 237. 

2R. S. Alexander and others, Marketing (rev. ed.; 
Boston: Ginn and Company, 1949), p. 301. 

?P. D. Converse and others, Elements of Market- 
ing (Sth ed.; New York: Prentice-Hall, Inc., 1952), 
p. 359. 

4R. S. Vaile, E. T. Grether, and R. Cox, Markes- 
ing in the American Economy (New York: The 
Ronald Press Company, 1952), p. 222. 

5 Alexander and others, op. cit., pp. 295-96. 

* Much of the descriptive material in this article 
was furnished by the Potomac Cooperative Federa- 
tion, Washington, D.C., Mr. Walter H. Volck- 
hausen, Executive Secretary. 


(Continued on page 102) 
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How will retailers meet the current challenge by union leaders to 
established wage policies? To what extent are incentive-type wage 
payments inherent in the very nature of the retail business? To 
what extent are good community relations and a favorable press 
also essential to the sale of goods? These and other pressing re- 
lated questions are considered by a faculty member of New York 








Retailers across the country appar- 
ently are to be faced with attempts by 
unions to organize their workers. Both 
large and small stores are faced with 
the problem. 

Craft-type unions already exist in 
some sections. This type of union makes 
it relatively easy to organize small spe- 
cialty shops like men’s wear stores, 
shoe stores, bakery shops, etc. Thus we 
find in New York, for instance, a shoe 
clerk’s union, a men’s wear salesman’s 
union, as well as others. These unions 
already have union members in most of 
the shoe stores and men’s wear stores 
in the city. The larger stores will prob- 
ably be faced with attempts, as they 
have in the past, to organize all of the 
nonunion workers into a single local. 


Retail Wage Policies 


The rightness or wrongness of this 
is not the point of the present discus- 


sion. The effects and problems are. 
Retailers have often been accused of 
lacking social consciousness in their at- 
titudes toward salaries. The constant 
struggle to cut the cost of the distribu- 
tion of goods has caused an under- 
standable consciousness of expenses. 
Unfortunately, the major expense in 
retailing is wages. These efforts to 
“hold the line” have caused many re- 
tailers to fight each “social advance,” 
particularly in minimum wage and hour 
legislation, social security legislation, 
as well as other expense-increasing 
legislation. The publicity attendant on 
these efforts has caused untold harm to 
the personnel relations in retailing. 
Stores are thought to be trying to keep 
their employees as “second-class” citi- 
zens. All this is good union ammuni- 
tion. 

The industrial union leader and his 
techniques are going to create havoc 
in retailing. In particular, the emo- 
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tional disturbances among employees, 
the divided loyalties, in fact the grudges 
and hatreds, all part of the union or- 
ganizer’s bag of tricks, may disrupt 
an industrial organization but could 
prove nearly fatal to a store. Actually, 
few consumers care whether the Ford 
employees like or dislike Mr. Ford, and 
even Mr. Ford knows that his produc- 
tion lines will move after a strike. The 
retailer, however, is faced with a com- 
pletely different problem. His em- 
ployees are in intimate contact with his 
customers. Their attitudes will be re- 
flected in customer relations, popularity 
of the store, and, of course, sales. Thus 
the divided loyalties may seriously af- 
fect the productivity of the worker and 
make the increased expense doubly hard 
to bear. Not only will increased pay- 
roll costs result, but very likely so will 
decreased productivity. 


Union Emphasis on Hourly Rates 


The problem is further complicated 
by the wage payment methods advo- 
cated by most union leadership. These, 
with their emphasis on straight hourly 
rates, do not encourage increased pro- 
duction. Yet, in this peculiarly indi- 
vidual business where one salesperson 
and one customer ultimately meet, 
neither customers nor sales can be regu- 
lated to a given number per hour. The 
salesperson holds the key to the success 
of the store in her willingness to work. 
If this first is destroyed emotionally 
and then not restored through incen- 
tives, the productivity is almost certain 
to suffer. 

A third problem centers around the 
inability, at the present time, of stores 
to increase salesperson productivity 
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through added input of capital goods. 
Thus the industrial productivity in- 
crease per year—variously estimated at 
3, 4, or 5 per cent—is not true in retail- 
ing. The retail worker, however, sees 
others getting wage increases and be- 
lieves he, too, is deserving. It is prob- 
able that his maximum productivity is 
reached after a few years of employ- 
ment. If his wages at that time prop- 
erly reflect his contribution to store 
profits, then all future increases repre- 
sent a diminution of the rewards of 
the other shares of the factors of pro- 
duction. A real question is whether or 
not a store can continue to make such 
demands on the other factors. Inves- 
tors desire a return on their invest- 
ment, and certainly the landlords insist 
on adequate rentals. 

So far, the employee has not, in most 
cases, been paid according to his pro- 
ductivity, but enough of a lag has been 
created so that continued increases over 
longer periods are needed to bring him 
to his maximum salary. This may no 
longer be done so easily as in the past. 

Finally, the high turnover of labor 
and the age and type of persons em- 
ployed have tended to offset the prob- 
lem to some extent. The advent of 
unions and the use of pension plans and 
other fringe benefits will cause the 
worker to lose some of this mobility. 
This is certain to reduce turnover and 
cause the average age and seniority of 
employees to rise. 


Recommendations 


Is there a partial solution to these 
problems? Obviously, no one can speak 
with certainty. It would appear, how- 


(Continued on page 104) 











Personnel Policies in Large 
Department Stores 


HARRY A. LIPSON 


Management Consultant and Associate Professor of Marketing, 
School of Commerce and Business Administration, 
University of Alabama 








In this research survey, the personnel policy manuals of 40 stores 
are analyzed. Varied policies on employee discounts, employee 
shopping regulations, and paid holidays are examined. Most of the 
personnel manuals are found to cover the same subjects, such as 
employee absences, paid holidays, sick benefits, etc., but there is 
relatively little standardization of policy. 








For several decades college retailing 
textbooks and successful practitioners 
have been emphasizing the importance 
of job descriptions and specifications, 
organization charts, and written poli- 
cies. During recent years a number of 
stores, particularly smaller stores, have 
turned their attention to these funda- 
mentals. Many stores apparently are 
searching for sources that will indicate 
the scope and content of these materials. 

The writer has been questioned a 
number of times during the past five 
years concerning the writing of per- 
sonnel policy manuals for retail stores. 
These questions have come particu- 
larly from the owners and operators of 
smaller dry goods and department 
stores. Do large stores really have 
written personnel policies? What sub- 


jects are covered in such manuals? 
Are standard statements of policy avail- 
able that can be written to cover the 
needs of a particular store? These are 
some of the questions that led to this 
investigation of the written personnel 
policies of large department stores. 


Conduct of Survey 


Air-mail special-delivery letters were 
sent to the “Office of the President” of 
72 of the more important and conspicu- 
ous retailers in the department-store 
field. These were selected by the writer 
as being particularly well known in the 
trade and in their respective communi- 
ties. The letter requested copies of the 
store personnel policy manual for use 
in this study. Follow-up letters were 
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sent to the Office of the President of 
the stores which did not reply or did 
not send the requested materials. 

Materials were sent by 43 stores. 
Forty stores sent personnel policy man- 
uals. Manuals of the “Welcome to” 
type were sent by 42 stores. Store 
system manuals were sent by 29 stores. 
Department manager’s guides were sent 
by five stores. Forty-six other pieces 
were received, including pamphlets on 
store systems, discount policies, profit- 
sharing plans, mutual benefit associa- 
tions, training information, dress regu- 
lations, personnel-review rating forms, 
and labor-management policies. 

Twenty-nine stores did not send any 
materials. Officials of ten stores ex- 
plained that their policies were in the 
process of rewriting or revision at the 
time of the request. Officials of seven 
stores indicated they did not have any 
extra copies of their policy manuals 
available. Officials of three stores re- 
ported large files of policy statements 
were available for inspection, but they 
could not be assembled and mailed. 
Officials of two stores indicated they 
would be happy to discuss the matter 
during an interview although it was not 
their practice to reveal specific policies 
to outsiders. Seven stores did not re- 
ply to either of the letters. 

This study is limited to the analysis 
of the personnel policy manuals sent 
by 40 stores. This is a response of 
55.5 per cent. The lack of funds for 
the study, financed by the writer, did 
not permit extensive travel to many of 
the stores to obtain additional informa- 
tion. No effort was made to check 
upon the procedures for carrying out 
the stated policies within the stores, 
the effectiveness of the policies, the 
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manner in which policies are written, 
or the reasons for the variation in 
policies. 


Scope of the Personnel Policy 
Manuals 


A minimum of 30 stores, 75 per cent 
of the stores sending manuals, had 
policies concerning the subjects found 
in the following check list. 


General Personnel Administration 


Absence, general 
Definition 
General information 
Supervisory information 
Absence, before or after holidays 
Absence, company business 
General 
Payment 
Absence, death in immediate fam- 
ily 
Definition 
Payment 
Absence, illness or injury 
Definition 
Payment 
Sick-leave plan 
Absence, jury duty 
General 
Payment 
Absence, personal reasons 
Definition 
General 
Payment 
Absence, religious holiday 
General 
Payment 
Absence, selective service physical 
examination 
General 
Payment 
Absence, tardiness 
Definition 
Payment 
Supervisory responsibil- 


ity 
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Absence, voting 
Attendance records 
Days off and time off 
Debt, personal 
Debt to store 
Out-of-store debt 
Deductions, salary 
General 
Charge accounts 
Charity donations 
Garnishments 
Government bonds 
Hospitalization 
Eating periods 
General 
Lunch periods 
Supper periods 
Supervisory responsibility 
Fire prevention and protection 
Inventory 
Job performance ratings 
Purpose 
Christmas ratings 
Customer letters 
Semiannual review 
Shopping reports 
Military leave for reserve training 
Eligibility 
Payment 
Relief periods 
General 
Supervisory responsibility 
Safety 
General 
Customer accidents 
Employee accidents 
Supervisory responsibility 
Store rules 
Change of status 
Charitable donations 
Collecting or borrowing 
money 
Dress regulations 
Insignia 
Intoxicating liquors 
Packages 
Personal mail 
Personal telephone calls 
Personal visitors 
Smoking 
Statements to the press 


Uniforms 

Welfare contributions 
Work hours 

General 

Christmas period 

Inventory periods 

Schedule limitations im- 

posed by law 

Summer schedule 
Workmen’s compensation 

Definition 

Payment 

Requirements for eligibility 


Employee services and benefits 
Advance on salary 
sulletin boards 
Approval 
Location 
Cafeterias and lounges 
Cafeteria 
Relaxation facilities 


Check-cashing service 


Co-operative training for students 
General 
Eligibility 
Credit accounts 
Education 
Employee discount 
General 
Alteration charges 
Eligibility 
Discount on charge pur- 
chases 
Lost shopping cards 
Quantities 
Restrictions 
Shopping cards 
Termination 
Employees mutual benefit associa- 
tion 
General 
Benefits 
Eligibility 
Hospitalization plan 
General 
Eligibility 
Medical-surgical plan 
Legal advice 
Lending library 
Life insurance 
Loans 

















PERSONNEL POLICIES 71 


Lockers 
General 
Lost keys 
Temporary employees 
Lost and found 
Magazine subscriptions 
Notary public 
Protection of valuables 
Service pins 
Shopping time 
General 
Part-time employees 
Special sales 
Sick-leave plan 
Suggestion system 


Hiring and placement 


Applications for employment 
3onding 
Discharge 
Definition 
General 
Hiring, minimum age 
Hiring, relatives 
Information concerning current 
employees 
Layoff 
Definition 
General 
Recall from layoff 
Medical examination 
Promotions 
General 
Supervisory responsibility 
References for former employees 
Requisitions for personnel 
General 
Supervisory responsibility 
Temporary personnel needs 
Status of employees 
Change of status 
Employee categories 
Rehiring 
Tests 
Transfer 
Definition 
Permanent transfer 
Temporary transfer 
Transfer 
Definition 
Permanent transfer 
Temporary transfer 
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Transfer due to layoff or inability 
to do assigned job 
General 


Wage and salary administration 


Christmas bonus 
Commission 
Charging of returns 
Compensation for tempo- - 
rary loss of commission 
Holidays and holiday pay 
Definition 
Eligibility and payment 
Holiday during vacation pe- 
riod 
Overtime pay 
Definition 
Overtime for inventory pe- 
riods 
Payment rate 
Pay, general information 
Commission 
Hiring rate 
Vacation rate of pay 
Wage scale 
Pay days 
Termination pay 
Conditions of payment 
Payment 


Content of Individual Policies 


An analysis of the content of three 
subjects, about which all 40 stores have 
written policies, is given. The three 
subjects selected for analysis concern 
regular full-time employees. These are 
(1) employee discounts, (2) shopping 
regulations, and (3) paid holidays. 
These subjects are analyzed since they 
indicate the variations in the policies 
of the individual stores, and both old 
and new employees are given this basic 
information by the management of the 
individual stores. 

Forty different statements concern- 
ing employee discounts for regular full- 
time employees are found in the 40 
personnel policy manuals. No two state- 
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ments are identical in wording, length 
of employment necessary to be eligible 
for the discount, amount of the dis- 
count, and/or the conditions for receiv- 
ing the discount. 


Shopping Regulations 

The variation in regulations concern- 
ing shopping time for regular full-time 
employees is as great as the variation 
in employee discounts. No two state- 
ments are identical in wording, time to 
shop at special sales events, times when 
employees may not shop, times when 
employees should avoid shopping, re- 
quirements for employees to wear hats 
and coats during shopping, and/or 
times when employees may shop. 


Paid Holidays 


The most prevalent of the paid holi- 
days are New Year’s Day, Independ- 


ence Day, Labor Day, Thanksgiving, 
Christmas, and Memorial Day. Some 
stores have paid holidays for Washing- 
ton’s birthday, special local holidays, 
and/or the employee’s birthday. 


TABLE 1 


1. 1 in 3 respondents give em- 
ployee discounts to regular 
full-time employees im- 
mediately upon em- 


ployment. 

Length of Time Per Cent 
to be Eligible of Store 
PRMEEY hos ccs edness maceves 32.5 
After one week...............5- 5.0 
PONS 00 RYE occ seceded’ sees 10.0 
Peer 00 MGR. OR sas beets Kies 
eee RD NS oc pe has eee ees 7.5 
Pet GI a sn Ss oc ee sks * fons 
— § L  Orerrerr ere Cree 5.0 


2. 1in3 respondents give 20 per cent discount on all items to regular full- 
time employees, while another 2 in 5 give 20 per cent 
on items for store wear only. 


Per Cent 
Amount of Discount of Stores 
REE Oe eG 8G LN 6c aso da Gk xacs cd sobs s eMac aba ceceeuedea ll 
20% for items for store wear, 15% for all other items................. 0c. cece ee eeeees i 
20% for items for store wear, 10% for all other items. ...........0.. 0.000 cece eeecees 32,5 
a ek a ad ei ee aN swe dake ob iNadevdbaecens's GD 
7.5 


gS re ee 


3. lin 5 respondents have special weeks where larger discounts are offered 
to regular full-time employees on all purchases. 


Special Discount Periods 


One week in spring and another in fall........ 
rE ccc thnhew dee ae8'sssecesce 
Special sales for ready-to-wear............... 
Special weeks for ready-to-wear.............. 


Per Cent 
of Stores 


cannes deh PT TET eT eT ee 
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4. Nearly 4 in 5 respondents have special conditions (one or more) for 
obtaining employee discounts. 


Per Cent 
Spectal Conditions of Stores 
Discount only given for purchases for own use or use of family and for bona fide gifts 
ee ee SD Ger IEDs. 5 oc nddacasedussctdcsceuebsns caceusaneiesuseeiie: 42.5 
Discount limited or not given at special sales where merchandise of unusually low price 
Be I it CR I 6 niko hes AEE Dalbn scm Oeeda eu eae Ae ee 37.5 
Amount of discounted purchases limited to percentage of gross earnings............... 15.0 
Discount for beauty parlor under special conditions.................cccccccceeeceeees 12.5 
Discount for items delivered only if to home address. .............ccccccceccececeeeee 10.0 
No discount below specified minimum purchase price..............0cccceeeeceecceees 10.0 
Discount for putchapes of Wig: ticket Mets oivasa. Bek 5:00. 50k ds 6500 040.0 bw edna cdReeicc cc eeye 7.5 
Discount for cash purchases is larger than for credit..............cccccecccccceeceees 2.5 
Discount for employees leaving to be married...............cccccccccccccccceccecees 2.5 
Ce SD Dine 6a ka ce cnssitisanrstibscie arena 32.5 


5. Almost 1 in 6 respondents specify the period after a special sale begins 
when employees may not shop. 


Employees May Not Shop Per Cent 

at Special Sales Events of Stores 
Me IIS 5s cia dre FG a WS ie SSSR Cw eica Saks SY UUS we Owe Awan a eRe 5.0 
es by Sane INUIT DEON MUIEIR Ss 5 os.5 b.kinoica sc cca dscnbavecocvece dibs convebabeetins pe. 
Cee Sa ae OE GNIS I oi. 55'S as REAR EG Ae 2.5 
Pinney PANG SUNN UEUEE OUOEE UIEINS 5c .oe oo 6o's his Sas vives wb dcaSle wn ce Meknebeleab nee seabe Rene 25 
ROME EE TES SLTORY Ol GRRE. ccs cori bbc bands eae RR eee 2.5 


6. 1 in 6 respondents have hours when employees may not shop. 


Per Cent 

Employees May Not Shop of Stores 
Pere CE GtEr. GEOR MONEE 6... 2e5 teas Soba We EG Cok a eR ee eee 5.0 
RrMeertes GN ORES ORNS. 6. Pieicas cS Sh Rees ce EG Seek RE eee OE ee 2.5 
NS his ceed abccewbdiieheenes on ek dase ouecendsessehensekes neue 2.5 
Tuesday and Saturday between noon and 4: 00 P.M.............ccccccccccccccceccccccs 2.5 
After 6:00 p.m. on Monday or after noon on Saturday..............esccccccccsccccees 2.5 


7. Lin 5S respondents suggest hours for employees to avoid shopping. 


Per Cent 

Employees Should Avoid Shopping of Stores 
EE Lindale nbbebthhewsies kdb siseMis anvhadaeaessereedeeanicnn eae 7.5 
ee ay SED ID chin hess cnndcucnescandbesrécascoaeaneeananseneal 7.5 
EE GINS ed Acad ck wee Eecuwine ges caedSuens<eese ends eeeneeeaneeeee 5.0 
2.5 


EE Sie NteiedNe bere Tide n enh sens vendenncte paeews teks ee Radite cede sane 


8. 1 in 10 respondents require employees to wear hats and coats 
when shopping. 


Per Cent 
Employees Should Wear Hats and Coats of Stores 
Sere Gets Oe Weer Nate aed CORES... 0 ccc ccccrcrccecsctoccessccdgbesdussuics 10.0 
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9. 1 in 8 respondents do not have any policy about shopping regulations. 


Per Cent 
No Shopping Regulation Policy of Stores 
No policy statement on shopping regulations............. 0.0.0 cece cece eee eee e neces 12.5 


10. Only 1 in 40 respondents say “employees are valued customers and 
may shop at any time the employee can be spared 
from the department.” 


Per Cent 
May Shop at Any Time of Stores 
Employees are valued customers who may shop at any time................0..000eeeeee PAs 


1l. Nearly 3 in 4 respondents state times for employees to shop. 


Per Cent 

Employees May Shop of Stores 
EES IL TEE TEE COP CETTE UTE T TELE ET TPT E TCE TTT ET OTT TTT 7.5 
ee pe swadew sds seeds bwobeececescccesebsosecenes 10.0 
During lunch and dinner hour and relief period...............0 0 ccc cece cece eee eeeeeee 5.0 
es EG cae Gs Saad bbs bb bee 6 544ks bed aNoNS Se Soden es dics 
During first two hours store is Open....... 0.0... cece cece cece ccc eeeeceeteeees errr TTT 5.0 
During first two hours store is open and the hour before closing...................0+: 10.0 
During the first two hours store is open and the two hours before closing.............. ijis 
EEE MELE Le ee: ee ee Peer e e 5.0 
I AER Sia a Aine ae Wald k GER Six DECOR Naws ee alies Sees ds eked 7.5 


12. Nearly 1 in 2 respondents have six paid holidays each year. 


<M 
Paid 

Holidays Per Cent 

Each Year of Stores 
EEE EEO POT EY Oe ee ee TT eT oe ere meee 48.5 
Nee 6a Sh ie hse LEMME SNS HOD OS Hod d 00406000080 rere 32.5 
eee Ce G LEG e aah re BLAS ES OAADY See DHbO 00d soe sg vere ede sahees 12.5 
eee Rees Deeks cakka dh has 60 ss deed bok vns bene nde bhawns Konus 5.0 


rene eR ei ea ee Che lous aa bir babieia v's Seen Sesuewe 2.5 
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13. More than 2 in 3 respondents stipulate that employees must work 
specified days during week or before and after holiday 
to get paid for the holiday 


Per Cent 

Pay for Holidays of Stores 
If work scheduled day before and scheduled day after holiday................ 00000 ceee 52.5 
If work other five days of the week in which holiday occurs...............:.02eeeee0s 15.0 


14. Nearly 1 in 5 respondents state the store is to be closed on Monday 
if the holiday falls on Sunday. 


Per Cent 
Holiday Falls on Sunday of Stores 
If holiday falls on Sunday the store will be closed on following Monday............... 17.5 


15. 1 in 12 respondents give an additional day to the vacation period if a 
holiday falls during an employee’s vacation. 


Per Cent 


Holiday Fails during Employee's Vacation of Stores 
If holiday falls during vacation period, employee is given an additional day off which is 


added to the vacation period................ 


eee ee were ee erere reese ese eee eeeseeeseeseeee 


16. 1 in 20 respondents give the employee’s birthday as a paid holiday. 


Birthday as Paid Holiday for Employee 


Birthday as paid holiday after 30 days on payroll 
Birthday as paid holiday after five years on payroll 


Per Cent 
of Stores 


17. Nearly 3 in 4 respondents have policy statements about 
religious holidays. 


Religious Holidays 


Per Cent 
of Stores 


Those who wish to attend religious services on religious holidays may have necessary 


I RR I 0 ec boos eve ncn wen wwsce dae 


Those taking religious holiday will consider it day off for week..................... 15.0 


Conclusions 


This investigation was undertaken to 
answer three questions. Do large stores 
really have written personnel policies? 
What subjects are covered in such man- 
uals? Are standard statements of pol- 
icy available that can be written to 
cover the needs of a particular store? 

It is clear that many of the large 
department stores do have written per- 
sonnel policies. Three fourths of the 
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manuals studied covered the same sub- 
jects. However, standard statements 
of policy are not found for the subjects 
of employee discounts, shopping regu- 
lations, or paid holidays. Instead a 
wide variety of policy statements are 
found for each subject. It is apparent 
that one store cannot look to other 
stores in the hope of finding an ideal or 
standard policy statement that is useful 
for all stores. 
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will be readily apparent, though both authors are in the advertising 


This article was stimulated by an article by Irving Settel in the 
Winter 1955-1956 issue of the JoURNAL OF RETAILING, entitled 
“Why Retailers Bypass Television.” The contradictory viewpoints 
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such timely and controversial subjects as discount houses, branch- 
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trends in automation. 





Daytime hours belong to retailers— 
that’s when the store’s operation is at 
its peak. 

These same daytime hours belong al- 
most exclusively to the retailer who 
wants to make use of television’s new 
audience potential—the guardian of the 
purse strings: the purchasing agent for 
the home, the shopper of the family— 
Mrs. Consumer Housewife. 

Among these retailers are depart- 
ment stores, apparel chains, specialty 
stores, appliance outlets, and super- 
markets—the latter having spent 14 per 
cent of their total advertising expendi- 
tures on television last year. 

Mind you, newspaper, radio, outdoor 
posters, and direct mail still have their 


store operation, continuous executive training programs, or new 
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most important places in the total re- 
tail budget, but the sooner the pie is 
sliced to include this new member of 
the media family as well, the sooner 
total sales will increase. 


Copy Easily Prepared 


Because television is comparatively 
new, some retailers have been reluctant 
to set up and train television specialists. 
With some ingenuity and enterprise, 
however, store promotion personnel 
should be able toconvert the advertising 
copy for a full-page ad into the “‘audio” 
and the display department’s pictorial 
treatments into “video.” After a little 
practice, it is as easy to prepare a retail 
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television program as to prepare the 
art, typography, and engravings to 
print an advertisement in Sunday’s 
newspaper or next month’s statement 
enclosures. The costs, too, are about 
the same as for presenting a compara- 
ble amount of related merchandise, with 
the possible result that it will be dis- 
played, described, and sold to a dif- 
ferent audience. However, television 
should not be considered as a “one- 
shot’ for impact value, sales results, or 
cost comparison with other media. 
Television must be tested and used for 
a sufficient period to develop store 
personality and consumer acceptance. 

What selling medium, other than a 
house-to-house salesman with his foot 
in the door, can do so many things for 
the retailer as television? The house- 
wife sees the merchandise . . . hears 
it... does everything but feel and 
smell it . . . then makes a telephone 
call and has the product delivered for 
nothing down and 50 cents a week. At 
least, that’s how mail-order firms have 
earned fabulous success with television. 
Why are not other retailers cashing in? 


Mail and Phone Order Results 


Right at this moment, one of the na- 
tion’s giant mail-order retailers (we 
use the term “giant” in terms of size of 


operation, retail sales, and advertising 
expenditures) has just started tele- 
vision adveztising in 50 markets. There 
are 240 stores that will gain secondary 
results. The first test was in February, 
using eight to 12 showings of a one- 
minute furniture commercial, on film, 
each week. The second phase, in April, 
May, and June, features other season- 
able merchandise. The total campaign 
budget is $350,000, and although this 
does not represent a big percentage of 
their total budget for that period of 
time ($9,000,000), it is a portent. This 
store—not really a store, but a national 
institution—is none other than Mont- 
gomery Ward. 

In Huntington, West Virginia, Gen- 
eral Department Stores ran four one- 
minute commercials on WSAZ-TV 
and made immediate sales totaling 
$32,766.60 (see Table 1). How much 
did this cost? The price of the tele- 
vision time was 1.6 per cent of the 
retail value! 

In Buffalo, New York, WBEN-TV 
achieved outstanding results for J. N. 
Adam Company. Four one-minute 
participations sold 820 lawn rockers at 
$4.95 each. Two one-minute participa- 
tions sold 1,620 bottles of Coppertan at 
$1.50 each. Three one-minute partici- 
pations sold 5,800 dish towels at 
29 cents each. One single-minute par- 


TABLE I 

Selling Total 

Items Price Sales 
ie amen eI NNN S650 B25 hata a Sua KR a wheb eae saadeeeeeeh $159.95 $23,512.65 
SN oT fa ri 1 hasta athns yarn amie soot enon 59.95 5,995.00 
I a a id a ky pg i ie a 59.95 1,258.95 
Blankets, sheets, pillow cases, and other bedroom accessories..... various 2,000.00 
Total retail sales traceable to television...............--.000+ $32,766.60 
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ticipation sold 257 Flint kitchen Bar-B- 
Cue sets at $13.95. 

And how about this one? One single- 
minute participation sold eight $350 
Frigidaires. 

This is all plus-business for the store. 
Many orders were handled by the regu- 
lar telephone and mail-order service. 
The shows used were all “D-time” 
(desirable daytime). 


Television “Spots” 


Because so many large television ad- 
vertisers identify their effort with an 
individually planned “spectacular,” the 
feeling among many retailers is “do it 
big, or not at all.” This attitude is 
dangerous, because it leaves out the 
possibility of a test in proportion to the 
available budget. No store has to have 
its own show. Participation on sure- 
fire local programs and proper selection 
of spots, I.D.’s, and package-deals will 
reach the full potential. 

For instance, here is what Bam- 
berger’s is doing in Newark on Station 
WATYV, reaching their New Jersey 
six-store customer area, and overflow- 
ing into New York City and Long 
Island, where mail-order and phone- 
order buyers can be tempted. Bam- 
berger’s has signed up for 42 television 
spots weekly, as well as for five half- 
hours and a new half-hour “Bam- 
berger Theatre,” due shortly. Their 
television planning covers approxi- 
mately eight daytime hours weekly. 


Packaged Shows 


There are packaged shows, too, such 
as the one in Birmingham, Alabama, 
featuring a full-hour children’s pro- 


gram over WBRC-TV which has been 
running for two years for the Love- 
man, Joseph & Loeb Department Store. 
Here is an unusual twist in the theme, 
“for a little child shall lead them’— 
the customers, that is. “The Romper 
Room” is a strictly-for-the-kids pro- 
gram, with a traffic pull. It’s a kinder- 
garten tied in with merchandising and 
merchandise. Free giveaway items and 
“Romper Room” licensed merchandise 
can be redeemed only at the sponsor’s 
store, and the store traffic requires po- 
licemen to hold back the crowds. 


Station Help Available 


To the stores who need help in pre- 
paring programs, local television sta- 
tions are more than anxious to assist 
you in building a local show that will 
maintain a loyal audience against com- 
peting stations or network program- 
ming. In practically every city, there 
is a local show that can whip the denims 
off network material piped-in on com- 
peting time—p/us the in-person avail- 
ability of local television performers for 
store events and even down-to-earth 
counter-level appearances in specific de- 
partments where merchandise is fea- 
tured. There are other people availa- 
ble to help create, build, and expand 
retail television shows other than tele- 
vision station personnel ; e.g., local ad- 
vertising agencies and syndicate film 
producers with big-time films for local 
re-release. And, as in the local news- 
paper, there is the same opportunity for 
free publicity on the news and fashion 
shows that every station maintains. 

It is necessary that the merchandis- 
ing and sales promotion executives 
gain the experience to choose between 
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major media in regard to the best place, 
time, and procedure for presenting 
goods ; there is no automatic yardstick 
that tells this in advance. No store, 
but no store, not even New York’s 
Gimbels, who uses black and white as 
well as color TV, has given up its 
newspaper, direct mail, poster, or radio 
advertising. 

As for the costs of television, prac- 
tically every station has a multiple-use 
discount based on either consecutive 
time used or dollar gross volume ex- 
pended. The television rate card is 
similar to the newspaper rate card; the 
wholesale rates are available to those 
who buy in wholesale quantities. Dis- 
counts run as high as 50 per cent off 
national rates, just about the same dis- 
count for quantity buying as in retail 
newspaper linage contracts. 

What television does faster than any 
other media is to show the merchan- 
dise and get the order—within a matter 
of minutes. Even the mail-order sec- 
tion of a metropolitan newspaper takes 
at least one day for the mail to come 
back. Only radio can compete with 
television for instantaneous reaction. 

Retailers who are reluctant to spend 
from their own budget may consider 
the immediate advantage of drawing 
against brand manufacturer’s co-opera- 
tive advertising allowances. (Inciden- 
tally, certain supermarkets make their 
television shows pay an operating 
profit, though I am sure that most re- 
tailers would be satisfied if they could 
break even by using co-operative ad- 
vertising money for their tests.) 

Mathematically speaking, it works 
out this way: Start with the first dol- 
lar. Take off a 50 per cent discount for 
the manufacturer’s share. Then deduct 
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another 50 per cent for signing up on 
a long-term television contract. That 
means you are testing with a 25-cent 
dollar. 

With this procedure, most retailers 
can afford to make a few mistakes to 
find their television formula. 

Where to find a budget for tele- 
vision? Of course, it will mean taking 
some money from all other advertising 
media. I would even suggest the win- 
dow display department budget as a 
source—but this can be a painless 
method. Many of the expensive back- 
grounds and props used in the Main 
Street windows are perfect for tele- 
vision. Much of the artwork used for 
the ads in print media can be converted 
easily and inexpensively into slides and 
telops. If the store has its own photo- 
stat equipment, artwork can be con- 
verted into flip cards. Operating over- 
head is there anyway. 

Combine the ingenuity of three-di- 
mensional display thinking, good adver- 
tising copy, and selective merchandis- 
ing, and you can make a great retail 
success, using television’s “tell-and- 
sell” technique. It is only the first 
budget that will be a hard one, because 
those that follow will be based on 
increased total sales. 

Here’s a check list for your initial 
television planning: 

1. Departmental charge-off to mer- 
chandise best suited for television. 

2. Allowance for additional tele- 
phone order switchboard service to in- 
clude also special night-time hours and 
weekend hours whenever your tele- 
vision ads are shown, so that the imme- 
diate response value is not lost. 


(Continued on page 102) 
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capital instead of his own. 





How does the retailer finance the larger capital necessitated by the 
flood of new products on the market? When a market has been 
circularized and motivated to buy, the retailer is practically forced 
to stock the new products to satisfy his customers. The present 
article shows how he can do this by operating on the wholesaler’s 








Never before have grocery, drug, 
department, and other retailers been 
faced with such a flood of new products. 
Since 1950, for example, the sale of 
new products in drug stores has in- 
creased from 7 to 35 per cent.? This 
higher rate of products multiplicity has 
resulted not only from the production 
of completely new and different items 
of merchandise, but also the develop- 
ment of old products in new form, and 
products of the same type in a variety 
of packages. 

This flood of new products has cre- 
ated challenging problems for the re- 
tailer. Aside from a serious shortage 
of space, retailers are hard pressed to 
find ways to finance and merchandise 
larger inventories in such a way as to 
derive a profit for their efforts. 


* See footnotes at end of article. 


This article is an attempt to appraise 
these problems, not on a priori grounds, 
but on the basis of a survey which in- 
cluded 326 drugstores located in vari- 
ous northern Indiana and southern 
Michigan markets.* Since the prob- 
lems of drugstore management are 
much like those of many other re- 
tailers, the material contained herein 
is assumed to have a high degree of 
transferability, or applicability. 


The Market Situation 


The multiplicity of brands in the re- 
tailer’s inventory is not a matter of his 
choice. As the producer assumes a 
greater responsibility for the selling 
function, his products are, in effect, 
presold. The retailer’s selling initiative 
has, therefore, tended to be decreased. 
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This conclusion is supported by the re- 
sults of a study made by the A. C. Niel- 
sen Company‘ in which six different 
nationally advertised products were 
found to account for a minimum of 
50 per cent and a maximum of 66 per 
cent of sales in each of the product 
groups studied. 

Thus the retailer is forced to carry 
in stock such merchandise as is de- 
manded by a market that has been cir- 
cularized and motivated to buy. The 
druggist, for example, stocks and sells 
sundry packaged items (stich as tooth- 
paste, aspirin, and shaving cream) that 
have been presold via mass media by 
their producers. Pharmaceutical prod- 
ucts are presold to physicians by repre- 
sentatives of the manufacturer (drug 
retailers) or by the wholesaler. Drug- 
gists, in turn, must necessarily stock 
these drugs as they are prescribed by 
physicians. 

The realignment of the selling func- 
tion, as illustrated, is effective and per- 
vasive. The retailer must not only rec- 
ognize the nature and force of this 
transition in marketing, but he must 
adjust to it, as the following examples 
might suggest. 

As new products are produced, the 
wholesaler is forced (since most of 
those items are presold) to add them 
to his inventory. The wholesaler, along 
with the producer, exerts selling effort 
upon the retailer to expand his inven- 
tory to include such new items. One 
wholesaler (see note 3), for example, 
has promoted the sale of eight new 
hair set products in all of their various 
sizes to retail drug accounts. This 
wholesaler carries, at the present time, 
28 different brands of deodorant for 
personal use, 24 more than its salesmen 
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had available to sell in 1935. In most 
cases, the multiplicity of new products 
has been complicated by the fact that 
brands are now produced in a variety 
of sizes, forms, and packages; i.e., de- 
odorants in stick, cream, and liquid 
forms in a variety of sizes. 

Similar increases in inventory have 
occurred in pharmaceutical items 
wholesaled to drug retailers. In most 
cases where the drug manufacturer 
does not have an exclusive patent on a 
particular ethical drug product, the 
identical product is produced by a great 
number of other drug manufacturers. 
A good example of this kind of prod- 
uct duplication is found in the various 
forms of penicillin. Furthermore, many 
items such as multivitamin capsules 
and aspirin, which contain the same 
basic ingredients, are marketed by the 
various manufacturers under their own 
brand names. The discovery of new 
pharmaceutical products has also been 
a significant factor in this increasing 
supply of ethical drugs. This is ex- 
plained in the fact that 90 per cent of 
today’s drugs were unknown a decade 
ago.°® 

Although retail druggists do not 
stock as wide a variety of items as do 
their wholesalers, they have been forced 
to expand their inventories to include 
those particular items that are most 
popular at the moment. It was found, 
for instance, that 81 per cent of the 
stores surveyed carried four or more 
brands (in their various forms and 
sizes) of hair spray set preparations. 
In all but a few instances, this type of 
product had not been stocked prior to 
1952. In the same stores, the num- 
ber of different brands of deodorants 
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held in inventory has more than 
doubled since 1940. 

In the face of these developments, 
it is not surprising that drug retailers 
are confronted with new and compli- 
cated management problems! 


Major Problems of the Retailer 


More than 90 per cent of all the 
druggists surveyed had an acute space 
problem. Expansion of store selling 
and storage areas has not kept pace 
with the physical volume of new prod- 
ucts marketed since World War II. 

The results of this situation reach 
far beyond mere matters of space as 
such; it has commonly prevented, for 
example, the practice of good mer- 
chandising policy. Display cards and 
racks crowded atop counters, crowded 
shelves, and narrow, cluttered aisles 
represent easily found examples of 
poor salesmanship. Modernization of 
merchandising policy has been, in the 
case of many drug and grocery® re- 
tailers, plagued by a growing space 
problem. In such cases, for example, 
it has not been possible to modify con- 
ventional selling methods to the self- 
service type. Furthermore, many of 
the drugstore managers are still forced 
to employ the services of a $100 per 
week pharmacist to wrap 49-cent pack- 
ages of toothpaste. This inefficiency is 
especially painful when one considers 
the fact that the great majority of 
items sold “up front” in the typical 
drugstore are produced, packaged, and 
presold for merchandising in self-serv- 
ice stores. 

As the number of new products in- 
creases, the druggist is forced to ex- 
pand his inventory horizontally. In 


order to compensate for this drain on 
his limited capital, he is impelled to 
shrink, in so far as it is possible, his 
inventory in depth, or in the vertical 
sense. Thus, to maintain a balanced 
inventory on one hand and to control 
his investment in inventory, he has 
found a way to operate on the whole- 
saler’s capital instead of his own.” 

While these problems have tended to 
alleviate partially the retailer’s imme- 
diate problems resulting from the multi- 
plicity of brands, there is little doubt 
that their long-run solutions will de- 
pend upon the use of more positive 
management policy. Instead of passing 
on to the wholesaler the responsibility 
for the financing and storage functions, 
the retailers must work to retain them 
in his domain, and the return resulting 
from their fulfillment. Should the 
wholesaler or producer, for one reason 
or another, perform these functions 
they will, of course, force down re- 
tailer profit margins in order to cover 
the costs involved. 


Inventory Control—A Solution 


Recognizing the probability that the 
production of new products will con- 
tinue at a fast rate in the future, it is 
logical to suggest that the independent 
drug retailer must modify his methods 
of operation to survive. It is also quite 
reasonable to conclude that the institu- 
tion and practice of sound inventory 
control policy would probably be an 
effective method in dealing with the 
problems resulting from this continu- 
ing flood of new products, as these 
problems have been surveyed herein. 

Positive evidence to support this 
recommendation is found in those stores 
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surveyed in which formal inventory 
control policy was established and prac- 
ticed routinely.* Merchandise was 
found to be fresh and new, since it 
was turned rapidly and regularly. The 
buying habits of the store operators 
were obviously based upon a good 
knowledge of store inventory. The 
shelves in these concerns were “run” 
regularly and only those items needed 
to restore the inventory to normal 
levels appeared on the “want book.” 
These operators do not rely upon their 
memories or their intuitive judgment 
when they make a buying decision ; 
they realize that it 1s impossible to 
remember accurately how quickly or 
slowly each of the many thousands of 
items in their inventories is turned. 

The results of such business prac- 
tice are clearly beneficial. Not only is 
space used to maximum efficiency, but 
investment in inventory is minimized. 
The use of good inventory control 
policy also provides the retailer the 
highest possible degree of assurance 
that he will have particular items of 
merchandise on hand as they are de- 
manded. Finally, the use of sound in- 
ventory control techniques serves to 
protect the retailer from uneconomical 
purchases of special “deals” which usu- 
ally involve large quantities of a given 
product offered by the seller at dis- 
count. Such policy will enable the 
druggist, for example, to compare real- 
istically the value of the discount 
offered to the possible costs involved ; 
1.e., the cost of money invested in in- 
ventory, the cost of space, the depre- 
ciation and possible obsolescence of 
such merchandise.® 

The considered importance of inven- 
tory control in retail drugstore manage- 
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ment is supported in a statement made 
by Mr. Albert Neimeth, manager of 
sales education and trade relations for 
the Warner-Chilcott Laboratories : 


The chances of operating a phar- 
macy successfully without inven- 
tory control are growing progres- 
sively slimmer as the number of 
drugs a pharmacist must stock in- 
creases. .. . While many _phar- 
macists today carry on a success- 
ful pharmacy operation simply by 
“dead reckoning,” chances of suc- 
cess are immeasurably increased 
by instituting an inventory pro- 
cedure. Inventory control can tell 
the pharmacist which invested dol- 
lar is earning considerable money, 
which is earning little, and which 
dollar is bringing back nothing. 
. . « Such control can provide in- 
formation on turnover, serve as a 
guide to better buying and provide 
a means of recording how much 
money is being invested in new 
drugstore products.’ 


The use of inventory control, as it 
has been explained, is a key manage- 
ment policy in retail stores. It can he 
assumed that the increasing demand 
for space will eventually result in larger 
stores. Furthermore, there appears to 
be a consumer preference for stores 
carrying inventories that offer wider 
and deeper choice. The fact remains, 
however, that with or without adequate 
space, the need for inventory control 
exists. Inventory control policy is not 
simply a matter concerning the physical 
control of merchandise but a_ policy 
that recognizes the merchandising and 
financial functions of inventory. 


An Approach to Inventory Control 


Assuming that the need for inven- 
tory control policy does exist, the aver- 
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age retailer would not necessarily re- 
quire a complex system of control. Any 
method that would supply him with a 
knowledge of stock levels and stock 
turn, along with methods of relating 
this information to buying and mer- 
chandising policies, would suffice. 


Although there are many retail store 
inventory control systems, the follow- 
ing procedure can, and has been, used 
with success in drug, grocery, and other 
retail stores (see Chart I): 


1. Classify, generally, the in- 
ventory on the basis of its location 
in the store. For example, desig- 
nate one set of wall shelves and 
their contents as Station I, mer- 
chandise on a particular display 
gondola as Station II, ete. 

2. Mimeograph copies of the in- 
ventory control form, an example 
of which is found below. List 
under Station I all items located 
in that section, leaving sufficient 
blank spaces for new items that 
may be brought into that section. 
In many cases, depending upon 





Cuart [| 


INVENTORY CONTROL FORM STATION 
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the number of items in the particu- 
lar section, it may be necessary to 
use more than one inventory con- 
trol form. These forms should be 
attached inconspicuously to one of 
the shelves in order to make their 
use convenient. 

3. In the column “Min.” the 
manager must, on the basis of his 
experience, estimate the minimum 
stock required for the period (one 
week, for example) and enter that 
figure accordingly. Frequency of 
order dates and all predictable 
changes in demand as _ learned 
from past experience would be 
used in calculating the minimum 
figure for the period concerned. 

4. The third column from the 
left entitled “On Hand” provides 
space for weekly inventory audit 
results for each item in the particu- 
lar station. This audit should be 
conducted on a definite day of each 
week for all or for particular sta- 
tions. The frequency of these 
audits is determined by the fre- 
quency with which the manager 
submits orders to his wholesalers. 
It is interesting to note that the 
inventory of typical drugstores can 
be audited in just a few hours, as- 
suming that methods of “visual” 
counting are used. For example, 
merchandise can be arranged in 
stacks of one dozen on the shelves, 
thus making possible quick and 
reasonably accurate calculation of 
remaining stocks without the ne- 
cessity of counting each item indi- 
vidually. 

5. After all stations have been 
audited, the manager or buyer as- 
sembles all inventory control forms 
and enters into the “Order” col- 
umn the merchandise needed (the 
difference between “Min.” and 
“On Hand”) to bring the inven- 
tory up to, or beyond, the mini- 
mum level. These items, which 
represent sales for the period, 
comprise the retailer’s next order. 
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This system will work well in most 
small stores. It will provide the man- 
agement with a policy that can result 
in the conservation of space, minimiza- 
tion of investment in inventory, and 
the maintenance of balanced stocks. 
Furthermore, the manager can use his 
file of inventory control forms to ana- 
lyze singularly or collectively the stock- 
turn rate of items in any part of his 
store, or for the entire store. In con- 
clusion, this system is simple but effec- 
tive; it does not demand specialized 
talent or great amounts of time to es- 
tablish and to maintain. 


Conclusions 


Problems of the typical independent 
retailer extend far beyond those sur- 
veyed herein. There are in evidence 
broad and dynamic changes in the com- 
petitive structure of the market; 1.e., 
a trend toward the large, self-service 
type of operation, the wane of fair- 
trade legislation, and decreasing retailer 
margins. These problems, along with 
those surveyed in the main body of 
this paper, challenge most retailers. 
The successful retailer will not only 
recognize these problems and their im- 
pact upon his operation, but he will 
also attempt to activate scientific man- 
agement policy in dealing with them. 

1 The author wishes to express his appreciation to 
Mr. John T. Aichele, vice president of the South 
Bend Drug Company, South Bend, Indiana, for his 
helpful suggestions and for the opportunity to gather 
information used in this article. Professors John R. 
Malone and William T. Bonwich, the author’s col- 
leagues at Notre Dame, also made many valuable 
suggestions for which the author is most grateful. 
The latter, of course, assumes full responsibility for 
any errors that may remain in this paper. 


2A. C. Nielsen Company, The Nielsen Report to 
Retail Drug and Proprietary Stores, 1954, p. 26. 


(Continued on page 104) 











What Price Services? 


JAMES W. BAKER 


Vice President, Carson Pirie Scott & Company 


It is high time for retailers to ex- 
amine the cost of the many services 
they render to a customer and decide 
if they are worth while. The cost of 
distribution is always a bone of con- 
tention among retailers, and maybe it 
is our own fault. Do consumers want 
the service? Do they add to volume 
potential, or are they just tradition? 
Let’s take a look at what has happened 
to one of the big segments of our dis- 
tribution of everyday needs. 

Since the advent of the Piggily Wig- 
gily, many other food distributors have 
gone in for the “help yourself” type of 
food distribution, and we do not have to 
mention what a great impact it has had 
upon the distribution of food in the 
United States. In fact, recently in Chi- 
cago, an eminent medical man said 
that the excessive quantities of food 
now made too easily available to house- 
wives in supermarkets, shopping cen- 
ters, and the storage or home freezers, 
are among the principal factors con- 
tributing to overweight problems of 
patients. 

There is no doubt that the super- 
markets have done an excellent job of 
mass display to make the most of cus- 
tomer traffic. However, the point still 
remains that their selling technique 
does not include giving additional serv- 
ice but rather selling more goods at a 
lower cost. The cost to them of such 
things as charge accounts and deliveries 
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is nil. Nowadays, if you want some- 
thing delivered from a supermarket, 
you pay for it. 

As one of our associates pointed out 
the other day, whenever you need 
something delivered from a supermar- 
ket, and you will pay a fee (which in 
his neighborhood is 35 cents a box), 
only small boxes seem to be available. 
When you carry it out, however, only 
one enormous box is packed for you to 
carry yourself. 

When you apply this line of thinking 
to department stores, do you realize 
how much it costs you to give cus- 
tomers 30-day charge accounts, free 
delivery, gift boxes, free men’s altera- 
tions, free pin fittings, free checkroom 
services, and many others. If you have 
not done so recently, why not get out 
your expense statement and total up 
the actual costs of these services in 
your store? I suggest that in looking 
at your costs for services, you look at 
total cost and the ratio of customers 
requiring or getting service. 

At Carson Pirie Scott & Company, 
our cost to total sales for our credit 
operation is roughly 1.00 per cent to 
sales. However, our credit sales were 
only slightly over 50 per cent of our 
total volume. Our cost of delivery is 
1.60 per cent of total sales, and this 
despite the fact that only 20 per cent 
of our customers required delivery 
service. 
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In 1955 we spent $200,000 for gift 
boxes. This is 15 per cent of our sup- 
ply costs. Only 16 per cent of our 
customers asked for, or were given, 
gift boxes. At Carson Pirie Scott, our 
costs are in line with retailing generally 
and might well apply to your store. 
The ratio of customer service to costs 
could also apply. I have not developed 
more comparisons but feel sure that 
the pattern would prevail for other 
services. : 

Now let us take another tack. Do 
you think it is fair for a customer who 
comes into your store and buys any- 
thing from a package of needles to a 
phonograph, to assume these service 
costs when he pays cash and takes the 
item with him? Cash customers have 
not asked for any service such as de- 
livery, charge accounts, gift boxes, etc., 
but still they are paying the tariff. If 
the food business is any indication of 
what customers have on their minds, I 
believe that one of these days they are 
going to start thinking about it and are 
going to ask retailers for a break in 
prices when they do not ask for 
services. 


Discount Houses 


In fact, the customers may have al- 
ready evidenced their desire for a break 
in price without services in the way 
they have supported the discount 
houses. There is no doubt that the dis- 
count house business has grown enor- 
mously, and the discount house, in my 
opinion, does not give the customer 
much. Perhaps I should amend that 
to say they do not give the customer 
anything but low prices without service. 
Any service that a customer wants at a 
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discount house, he pays for. I might 
add that we at Carson Pirie Scott & 
Company are fairly familiar with this 
type of operation because we operate a 
warehouse store that is much like the. 
discount house in actual operation. We 
mark our home furnishings to show 
the customer what the price will be if 
we give him all services, and we also 
mark what the price will be if items 
are carried home. You would be amazed 
at the large number of Carson Pirie 
Scott & Company customers who shop 
our warehouse store, pay cash, and 
take their purchases with them, saving 
all the extra costs. I should also add 
that this is a profitable operation as far 
as Carson Pirie Scott & Company is 
concerned. 


Branch-Store Operation 


Let us go a step further now and 
think about the customer who shops 
with you in one of your branch stores. 
We particularly direct this comment to 
those stores who have a large branch 
operation. There is no doubt that your 
suburban customer expects, or at least 
demands, less in the way of service than 
does your downtown customer. Space 
does not permit a summary of all the 
possible reasons for this phenomena. 
We do know, however, that most are 
“take-with” customers. There is no 
doubt that the delivery cost in a sub- 
urban store is far below what it is in 
the parent store. Do you think, in all 
fairness, that your suburban customer 
who comes into your store, pays cash, 
and takes it with her, should pay the 
same price as the customer who shops 
in your parent store—perhaps by tele- 
phone—and then has it delivered and 
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charged? Give this matter a little 
thought because, after all, the distribu- 
tion of any merchandise should be on 
an equitable basis. 

A former professor at the University 
of Chicago, now a director of cost re- 
search for a large concern, said once 
that department stores are the greatest 
“multiple price” competitor. That is 
because of our giving “free’’ services 
when customers ask for them but not 
giving when they do not ask for them. 

With the advent of more community 
shopping centers and more suburban 
branches of large department stores, 
perhaps we should consider how to 
pass along some of our saving in serv- 
ice costs to the suburban customer. Or 
if not, perhaps we should contracharge 
other customers for the services they 
demand. 


Direct Charge for Services 


It is amazing with what fear and 
trembling we enter into any charge for 
services. I refer now to those stores 
that charge for C.O.D.’s, or for gift 
boxes or for men’s alterations, or for 
pin fittings. Each time we inaugurate 
such a charge, we think in terms of 
how many customers we are going to 
lose, what the public reaction will be, 
and so forth. In almost every case, the 
pattern of reaction has been the same. 
At first the customer is a little shocked 
—perhaps a little chagrined and put 
out—to find that she is not getting 
something she should not have had, 
in the first place, without paying for it. 
However, if your pattern is the same 
as ours at Carson Pirie Scott & Com- 
pany, the complaints that you get are 
not too many and they soon cease to be 


complaints at all. In other words, the 
customers are rational ; they are intelli- 
gent, they are educated, and they can 
understand the reasons behind what we 
are doing ; namely, that only those who 
require additional services should pay 
for them. 

An illustration of customer reaction 
to a reasonable charge for service is 
our own experience with charging for 
C.O.D.’s. We have had a 25 cent 
charge for two years-now and seldom 
get a complaint. I wish that the only 
complaints we had were for this service 
charge. We could close our Adjust- 
ment Department. Of course we re- 
ceived complaints at first, but we did a 
selling job to the customer, explaining 
the fairness of the charge, and cus- 
tomers soon accepted the fact that it 
was a fair practice. If you start any 
charge, it is like taking candy from a 
child. Your customers will cry, but 
they soon reconcile themselves to the 
facts and see the fairness of the charge. 

We had one customer recently who 
asked that a C.O.D. purchase be picked 
up and for a refund on the C.O.D. 
charge, but she questioned why we did 
not charge for the pickup. This is an 
excellent example of how customers 
think. Baltimore stores must have had 
this customer reaction in mind when 
they recently started to charge for 
delivery pick-ups on return goods. 


Men’s Alterations 


Carson Pirie Scott is one of rela- 
tively few stores in the United States 
who charge for men’s alterations. At 
the present time, the men’s clothing 
business is going ahead at a very steady 
pace. We do not find that our men’s 
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clothing business has been hurt one 
jota by charging for men’s alterations. 
The only effect was to make us buy 
more carefully, sell better, and, inci- 
dentally, make more money. Only the 
man who requires his collar shortened, 
his trousers recut, etc., has to pay for 
this service. The men soon recognized 
this fact, and we get few complaints 
from our men customers—hardly more 
than one in six months. Our altera- 
tion cost to sales decreased by 20 per 
cent since we started charging in Sep- 
tember 1953—a nice savings to add to 
profit. 


“Will Call” or “Layaway” 


Let us take one more example of 
“free-loading” that we permit to cus- 
tomers. Many of you—in fact we do— 
have a “will call” or “layaway” depart- 
ment. Here we allow a customer to 
make a nominal, sometimes quite small 
deposit, on a piece of merchandise, and 
we tell her that we will warehouse it for 
her for 30, or 60, or 90 days, and if and 
when she is ready to come and get it, 
we will have it for her. She has given 
us a blanket order without any real 
confirmation that she will ever take the 
merchandise—and we are going to set 
aside the goods for her. How many of 
you can go to a manufacturer and buy 
goods like this? If you want to do so, 
you write a bona fide order, which is 
a binding contract, and you take the 
goods at such time as you specify in 
your order. But should the customer 
change her mind and find a better buy 
down the street, or if you should mark 
down the goods, or if for any reason 
she might think is valid, she does not 
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want the merchandise, you say “very 
good, here’s your money, lady, we're 
sorry.” “Layaway” is a costly opera- 
tion, as you well know. Why should 
we Offer it free? In other words, why 
should the customer who pays cash and 
takes the goods with her pay for the 
layaway operation used by others? 


Summary 


To sui up, in my opinion, there are 
many “free loaders” among our cus- 
tomers. I do not say this to belittle the 
customers, because it is not their fault. 
The buying pattern and buying habits 
of customers in department stores have 
been encouraged by department-store 
policies, not by customer requests. 

In our endeavor to compete with 
each other, we competed with cost fac- 
tors rather than in terms of our specific 
function in distribution ; that is, to have 
the best selection of merchandise avail- 
able at the best price and present it in 
the best possible manner with the best 
salespeople. Why do we have to com- 
pete with the better gift box, the faster 
delivery, and the more lenient credit 
office, thereby allowing such parasites 
as the discount houses' to grow up 
around us? We think this proves 
rather succinctly that retailing is miss- 
ing the point in selling services rather 
than selling merchandise. 

In a recent issue of the Harvard 
Business Review, an enlightening arti- 
cle appeared, entitled, “It’s Time to 
Research the Consumer.” Perhaps it 
would be a good idea for retailers to 


1 The author’s attitude toward discount houses is, 
of course, his own and does not reflect the view of 
the editors. 
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What Makes the J. C. Penney 
Company Tick? 
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A detailed analysis of the phenomenal development of the J. C. Pen- 
ney Company through the application of three basic principles: 
decentralization of responsibility and authority, compensation and 
promotion according to productivity, and customer satisfaction. 











Within the active life of the founder, 
the J. C. Penney Company has grown 
from a sales volume of $29,000 in 1902 
to $1,107,000,000 in 1954. In the same 
period the firm grew from two asso- 
ciates (Mr. Penney and his wife) to 
about 60,000 regular associates (plus 
30,000 extras during peak selling sea- 
sons) and from one store to 1,644 
stores. This is an impressive record! 

Many men dream of building a simi- 
lar organization, but few succeed. What 
made the Penney Company grow, even 
beyond the wildest dream of Mr. Pen- 
ney himself? The authors spent six 


1 All Penney Company personnel from stock boy 
to President are referred to as associates. There are 


no “employees.” 
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weeks of intensive study at the com- 
pany headquarters in New York to find 
the answer to this question. The an- 
swer is so simple that it took considera- 
ble study and reflection for the authors 
to understand it. The J. C. Penney 
Company is successful, the founder and 
subsequent management believe, be- 
cause they consistently practice the 
Golden Rule. 

The King James translation of the 
Bible states the Golden Rule in these 
words, “Therefore all things whatso- 
ever ye would that men should do to 
you, do ye even so to them: for this 
is the law and the prophets.” Most of 
us believe in this philosophy, but few 
attempt to practice it so consistently, 
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and with such profit, as do the asso- 
ciates in the J. C. Penney Company. 

Out of the Golden Rule philosophy, 
it is believed, grew the three pillars of 
the Penney Company strength: decen- 
tralization of responsibility and author- 
ity, compensation and promotion ac- 
cording to productivity, and customer 
satisfaction. These three pillars repre- 
sent the intelligent application by the 
Penney Company of a philosophy al- 
most two thousand years old. 


Decentralization 


When Mr. Penney opened his first 
store in Kemmerer, Wyoming, he 
wanted no supervision from his two 
senior partners. He wanted a free rein 
to build the business by himself. As 
the chain grew, he practiced the abso- 
lute minimum of control over his asso- 
ciates to avoid the supervision that he 
had not wanted in his own first store. 
This practice of the Golden Rule en- 
couraged self-reliance and adaptability 
on the part of each associate, and as a 
result, Penney stores, unshackled by 
tight central office control, fit as easily 
into Arizona as they do in Connecticut. 

Penney managers are proud men. 
They are as close to being individual 
proprietors as is possible in a chain. 
The central office respects their opinion. 
They handle millions of dollars each 
year, yet no manager or associate is 
bonded. They buy to the needs of their 
individual communities from the wide 
assortment of merchandise made avail- 
able by a staff of over 300 buyers. They 
hire and fire their own associates, set 
up their own budgets, and remit sur- 
plus funds to central office control at 
their own discretion. 
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There are few rules in the Penney 
Company, only broad policies. If poli- 
cies are not followed, the store man- 
ager is assumed to be right unless 
proved to be wrong. As an illustration 
of this attitude, one store manager suc- 
cessfully sold airplanes in his store. A 
central office representative went out 
to investigate this violation of Penney 
policy. After a careful analysis of the 
situation, the store manager was found 
to have done such a good merchandis- 
ing job that he was transferred to the 
New York office where he now fills an 
important executive position. 

The chief link between the New 
York office and the stores is the dis- 
trict managers. These men have been 
successful store managers and are thus 
respected by the associates with whom 
they work. Helping store managers 
improve their stores is the major job of 
district managers. They do this through 
counsel, not commands. As a result, 
district managers are welcome ac : isers, 
not avenging angels. 

The J. C. Penney Company has 
taken as much of the free entrepreneur 
incentive as possible and applied it to 
the store manager. This incentive, plus 
the assistance of New York office spe- 
cialists, produces retail units with tre- 
mendous merchandising efficiency and 
adaptability to local conditions. 


Compensation and Promotion 


Another area in which the Golden 
Rule is practiced to create a pillar of 
strength is in the Penney Company 
compensation and promotion system. 
From the very start, Mr. Penney be- 
lieved that his associates should share 
in the results of their efforts and be 
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given every opportunity to grow with 
the company. Mr. Penney wanted it 
that way when he started with his origi- 
nal senior partners, Johnson and Calla- 
han, and he believed his associates 
wanted the same treatment. Out of this 
philosophy has grown an involved com- 
pensation system and an unusual pro- 
motional procedure. 

Sales associates are paid on a quota- 
bonus system. A sales quota is estab- 
lished each year for each associate 
which is then broken down into 
monthly quotas. A bonus is paid on all 
sales made in excess of these quotas. 
Most of the associates qualify each 
month for bonuses. Many salespeople 
make well over $40 each month from 
this source alone. Bonuses of $150 are 
not unusual. These bonuses represent 
pay in addition to base salaries that are 
comparable to those paid in competing 
stores. 

The incentive provided by the quota- 
bonus system develops some of the most 
effective salesmen that can be found in 
any store. Penney associates are al- 
ways Sales-minded both on and off the 
job. This aggressiveness pays off hand- 
somely at the cash register and the pay- 
roll office. 

Because of the opportunity to earn 
fat pay envelopes, many Penney stores 
are in the enviable position of having 
job applicarts line up at their employ- 
ment offices if there is the slightest hint 
that an opening exists. 


Profit Sharing 


Store management personnel share 
one third of their store’s profits in ad- 
dition to their comfortable salaries. The 
executives in the New York office share 


in the profits of the entire company, 
As a result, it is common practice for 
executives to receive annual checks for 
their share of store or company profits 
and find them to be considerably greater 
than their base salaries. 

It is through the incentive of profit 
sharing that the Penney Company gets 
high productivity from its executives. 
Seldom can be found a group of peo- 
ple more interested in working for the 
success of a firm than the associates of 
the Penney Company. For example, 
when the store is crowded, the store 
manager will usually be found on the 
sales floor selling, stocking shelves, 
wrapping merchandise, or doing any 
one of the many store activities where 
he is needed most. 

The combination of the quota bonus 
and the profit-sharing systems of com- 
pensation make the associates of the 
typical Penney store an aggressive mer- 
chandising team out to build profitable 
sales. 


Force-Feed Responsibility 


Mr. Penney had a burning ambition 
to get ahead. He hired only those 
whom he thought had similar ambition 
and then force-fed them training and 
responsibility fast enough to build them 
to take important posts in the growing 
chain. This was what he wanted as a 
youth, and he had a firm belief his 
associates wanted similar treatment. 

This tradition is practiced today. 
Promising young men seldom lack for 
responsibility because: (1) the Pen- 
ney Company is growing rapidly, (2) 
a policy of promotion from within is 
closely adhered to, and (3) it is diff- 
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cult for a man to get ahead unless he 
trains a person to take his place. 

The rate of Penney Company ex- 
pansion has been so great there is an 
acute shortage of management person- 
nel. Store managers are being encour- 
aged to recruit and train more young 
men faster. The strong Penney Com- 
pany philosophy that on-the-job train- 
ing is the best way to build men means 
that responsibility is being placed on 
the shoulders of young management 
men just as fast as it can be absorbed. 
It is amazing to see heads of depart- 
ments, section managers, and assistant 
store managers earning close to $10,000 
per year handle their jobs efficiently 
even though they are only in their 
late 20’s or early 30's. 

Mr. Penney seldom brought men in 
from the outside to fill executive open- 
ings. He believed that only Penney- 
trained men who knew and appreciated 
the company would make the best exec- 
utives. This policy is still practiced 
today. Thus, the promotion of one top 
executive affects the progress of three 
or four men below him who move up 
the ladder to fill the spot vacated by the 
men above them. It is understandable 
that such a promotional program should 
fire the ambition of young Penney men. 

In some firms, executives are afraid 
of their subordinates. They guard their 
job know-how for fear a bright young 
man will learn enough to take their job 
away from them. In the Penney Com- 
pany this situation is reversed. Penney 
executives train their subordinates as 
rapidly as possible because they are 
afraid the lack of a replacement will 
hinder their promotion. Under this 
impetus, training is almost a religion 
at Penney’s. 
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Customer Satisfaction 


When Mr. Penney opened his little 
store in Kemmerer, he set out to give 
his customers the best quality of mer- 
chandise possible at the lowest price 
possible. This was the treatment he 
wanted when he was a customer, so 
he felt that his customers should re- 
ceive the same treatment. 

“Always First Quality.” In the sig- 
nature on all Penney store advertise- 
ments is the slogan, “Always First 
Quality.” The Penney Company execu- 
tives strive hard to live up to this slo- 
gan. They buy from resources of integ- 
rity to obtain merchandise of reliable 
quality. When there are no dependable 
sources of the goods Penney customers 
want, the Penney Company helps capa- 
ble manufacturers get into business to 
produce the desired merchandise. 

To be sure of the quality of the goods 
he planned to buy, Mr. Penney tested 
them himself with simple yet effective 
methods. For example, when he was 
on buying trips he would scrub 
swatches in his hotel wash basin to 
determine the extent of fading and 
shrinkage of the cloth he planned to 
purchase. This function has been taken 
over by a staff of experts working in 
a well-equipped laboratory now operat- 
ing in the Penney Company headquar- 
ters in New York City. 

In addition to the laboratory checks, 
there are Penney men out in the fac- 
tories of suppliers spot checking quality 
as the goods go through and come off 
the assembly lines. These represent 
some of the methods the company buy- 
ers use to see to it that Penney mer- 
chandise is “always first quality.” 

Low Price. To sell at the lowest pos- 
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sible price the Penney Company asso- 
ciates have pulled all the stops on the 
console. Every ethical attempt is made 
to squeeze the fat out of supplier prices. 
Large orders are placed to take ad- 
vantage of mass production savings. 
Off-season buying is practiced exten- 
sively. Buyers go to suppliers’ plants 
to help work out cost-saving techniques. 
As a result of these buying practices, 
everyone benefits—the manufacturers, 
the Penney Company, and the cus- 
tomer. 

Although Penney Company buyers 
fight for lower prices, they bend over 
backwards to treat suppliers ethically. 
There are few companies that enjoy 
the Penney Company’s enviable reputa- 
tion among suppliers. This policy pays 
dividends in the form of favorable treat- 
ment from suppliers, such as early de- 
livery dates, exclusive designs, and 
priority on reorders. 

Low wholesale prices alone do not 
create low retail prices. The Penney 
Company must keep its operating costs 
down as well, and this it does. Mr. 
Penney started the tradition by build- 
ing his store counters out of packing 
boxes, saving string for re-use in wrap- 
ping customer packages, and doing his 
paperwork on the backof old envelopes. 
Today the drive for low expense con- 
tinues. Store associates are warned to 
use only the necessary amount of string 
and paper when wrapping packages. 
One new associate was courteously but 
firmly reprimanded by the store man- 
ager for placing an exchanged set of 
underwear in a new paper bag, rather 
than in the one in which the customer 
had returned the original set. 

This emphasis on cutting expenses 
can be seen in the New York office 


as well. All associates, including the 
President, religiously turn their office 
lights off every time they leave their 
offices, even if for only a few minutes. 
Even the rest rooms are kept in dark- 
ness unless in use. 

In a recent directory of New York 
office associates sent to all store man- 
agers, the cover letter signed by the 
company president states, “Just as a re- 
minder : in communicating with the dif- 
ferent departments, airmail is cheaper 
than either the telephone or telegrams 
(and often gets better results), and 
regular mail costs half as much as 
airmail.” 

Penney stores are strictly cash and 
carry. Mr. Penney felt that he would 
rather give more merchandise for his 
customers’ money than the services he 
believed to be unnecessary. Store fix- 
tures and interior decor are simple to 
cut investment and maintenance. 

Payroll costs are low, not because 
of low wages, for Penney wages are 
among the highest in the industry, but 
because individual productivity is so 
great. Penney Company selling costs 
are below those of similar stores. 

These expense-cutting techniques al- 
low Penney stores to operate, in terms 
of per cent, on gross margins below 
the operating expenses of department 
stores and yet far outclass them in 
terms of profit. 

Other Ways. Customer satisfaction 
is achieved through more ways than 
quality and price. Return policies prac- 
ticed by all Penney stores are extremely 
liberal. When the first Penney stores 
opened in some areas of the East, cus- 


(Continued on page 103) 
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High Lights 


The 119 leading retailing firms cov- 
ered in the New York University 
School of Retailing annual survey of 
retail trade showed an increase in sales 
of 9.6 per cent in 1955. Based on 
figures released by the United States 
Department of Commerce, the over-all 
showing closely corresponded to that 
of retailing outlets throughout the 
country in 1955.? 

The survey stores exceeded their 
previous year’s profits, before taxes, 
with an increase from 1954 of 5.4 
per cent. The profit, after taxes, also 
showed an increase from 1954, of 3.6 
per cent. 


Conduct of Survey 


The survey summarizes and com- 
pares the 1955 and 1954 sales and profit 
figures of 119 retailing firms, which 
are located throughout the United 
States. Total sales for the firms 
amounted to $20.5 billion in 1955. The 
stores accounted for 11 per cent of the 
country’s total $186 billion retail sales 
for the year. 

The data are tabulated by type of 
store, including apparel, department 
and specialty, drug, grocery, mail order, 
shoe, variety, and miscellaneous. Tables 


1 “Retail Trade,” Survey of Current Business, 
XXXVI, No. 2 (February 1956), 28-29. 


Summer 1956 


are arranged to enable the executive to 
make easy comparisons between the 
1954-and 1955 sales and profits figures 
of each group of stores. In addition, 
there is a separate listing showing data 
for each of the 119 retail firms. 


Sales 


Well over three fourths of the 119 
firms covered by the survey exceeded 
their 1954 sales figures in 1955. By 
merchandise group, the grocery stores 
again listed the largest percentage sales 
gain—12.9 per cent. The drugstores 
covered here showed a decrease in sales 
of 2.1 per cent in contrast to the sales 
gain reported for all drugstores by the 
United States Department of Com- 
merce. The apparel group showed a 
percentage gain of 7.3 per cent. The 
Department of Commerce gives men- 
tion to the 1955 showing of the apparel 
firms with the following comment: 

Sales of apparel stores, which have 
been declining moderately since 
the end of 1952, definitely reversed 
their direction in 1955 to advance 
by 6 per cent over 1954 dollar 
volume.’ 


Profits 


Slightly over three fourths of the 
firms surveyed bettered their 1954 


2 Ibid., p. 28. 
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dollar profits, before taxes, in 1955. of $200 million for the mail-order 
Of the store groups, drugs made the firms. 
best showing with a 31 per cent in- 
crease in the number of their pretax Summary 
dollars. The survey firms bettered their 
1954 profits, after taxes, by $69 mil- The retail firms covered in the sur- 
lion—a 13.2 per cent increase. Only vey of retaii,trade made annually by 
the grocery group was left with fewer the New York University School of 
profit dollars, after taxes, than they had Retailing showed new sales increases 
in 1954. Increases in dollar profits, in the retail business. Compared to 
after taxes, ranged from a low of $8 1954, they exceeded their profits both 
million for the apparel firms to a high before and after taxes. 

TABLE 1 


Changes in Dollar Sales of 119 Major United States Retail Firms, 
from 1954 to 1955, Summarized by Type of Store 





Number of Sales (Add 000) Change 
Stores r from 
Type of Store Reported 1955 1954 1954 
NE 65 dp ohed og A DOSS WS locas 8 $338,019 $314,889 7.3% 
Department and specialty............. 59 6,352,029 5,865,568 8.2 
nods ts fo Es'5 6G dS. Fad 6 bcs alos 6S 4 7 485,163 495,121 — 2.1 
NN ee PY Be Me ec sas s,5% 6s 11 5,409,118 4,785,174 12.9 
IN ona cls ck abies ce bon be ape 4 4,504,559 4,072,453 10.5 
Ee ee tie Oy op Sihe blah singe ods 5 346,559 313,716 10.5 
NE Meer teh tie abuts seK.ak 12 2,421,169 2,282,170 6.1 
Miscellaneous ...................0000- 13 644,026 600,370 7.3 
UPR OeE tee 2 CIE eae ee eee ire 119 $20,500,642 $18,729,461 9.6 
TABLE II 


Changes in Dollar Profits of 119 Major United States Retail Firms, 
from 1954 to 1955, Summarized by Type of Store 


Before Taxes After Taxes 





(Add 000) Change (ddd Wud) Change 
aS from —— trom 
Type of Store 1955 1954 1954 1955 1954 1954 
a SN RR Sia $13,402 $11,447 17.5% $7,864 = $6,368 = 23.4% 
Department and specialty. ... 386,837 343,518 125 186,685 167,074 11.9 
| tere ae 24,654 19,413 27.3 11,964 9,187 30.5 
SO oe eerie KRM Sees 124,725 110,371 13.6 61,578 55,154 11.6 
ee 419,960 366,968 14.4 199,950 179,501 Ma 
ARGS Ee See eee 23,363 20,551 13.6 12,112 10,844 12.0 
1 ee ee oe 177,414 155,078 14.2 92,663 79,458 16.6 
Miscellaneous .............. 35,046 25,611 36.7 17,453 13,763 26.8 








ee ee ee ere $1,205,401 $1,052,957 15.2 $590,260 $521,349 13.2 
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TABLE Ill 


Changes in Profits as Percentages of Sales of 119 Major United States 
Retail Firms, from 1954 to 1955, Summarized by Type of Store 


Before Taxes Change After Taxes Change 
—_—_—_ rom from 
Type of Store 1955 1954 1954 1955 1954 1954 

POE one vcvccccsndececcsgs 4.0% 3.6% 11.1% 2.3% 2.0% 15.0% 
Department and specialty...... 6.1 5.9 3.4 3.0 28 7.1 
RE eer. Terre re 5.1 3.9 30.8 2.5 1.9 31.6 
EPO ee ee Tee ee 2.3 2.3 0.0 1.1 1.2 — 83 
eS ere 9.3 9.0 K | 44 4.4 0.0 
sa dv ew dvb oo eR Ce es 6.7 6.6 1.5 3.5 3.4 2.9 
ETT ETT: Tee Ter Te yf 6.8 7.4 3.8 3.5 8.6 
Miscellaneous ...............-. §.5 4.5 y7 ee 2.8 2.5 12.0 
OE PS hangs ev amaie tt 5.9 5.6 5.4 29 2.8 3.6 

TABLE IV 


Percentages of 119 Major United States Retail Firms Showing Increases in 
Sales and Profits, from 1954 to 1955, Summarized by Type of Store 








Dollar Profits Percentage Profits 

Dollar Before After “Before After 

Type of Store Sales Taxes Taxes Taxes Taxes 

eee ee eee eee 100% 75% 75% 75% 75% 
Department and specialty......... 90 76 73 64 56 
PN AGEs 6 raid a sieele arc a<b ate cme 71 100 100 71 86 
CLES s5c.in a veekaeauebsdass 100 91 82 45 36 
MRR s oo. ee eb PeaxSdaues 100 100 100 50 25 
NE Sanh a kas eek es ne SGdewiie 100 100 100 60 80 
Ae ere © eee 92 92 92 75 67 
Miscellaneous .............-.000- 62 69 69 69 62 
NG Sere oe sack Geese cei s s 88 82 79 65 59 

TABLE V 


Retail Trade in 1954-1955 
Sales and Profits of 119 Major United States Retail Firms from 
1954 to 1955 Compared by Type of Store 


Profits as Per Cent of Sales 








Sales (Add 000) a Before Taxes After Taxes 

Apparel Chains “1955. ~=«*«“‘«CNS ES 1955 1954 1955 1954 

Holly Stores, Inc.............. $12,357 $11,743 2.6% 2.0% 17% 1.3% 
Howard Stores Corporation ... 30,959 26,833 3.6 5.0 2.0 3.1 
Lane Bryant, Inc.............. 64,569 60,269 5.8 4.6 3.0 aa 
Lerner Stores Corporation..... 161,090 151,177 3.1 2.9 1.9 1.5 
Lincoln Stores, Inc............ 12,885 12,809 3.5 3.9 WY 19 
Mangel Stores Corporation.... 29,083 27,565 5.6 49 a. ae 
National Shirt Shop, Delaware. 20,439 18,739 4.9 4.1 3.4 2.9 

Virginia Dare Stores Corpora- 

PE Pee eee ee 6,637 5,754 1.5 1.1 1.0 0.7 
BE eG kds cnet Owccsatae $338,019 $314,889 4.0 3.6 2.3 2.0 
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TABLE V—Continued 


Profits as Per Cent of Sales 
2 











Sales (Add 000) “ Before Taxes After Taxes 

1955 1954 1955 1954 1955 1954 
Department and Specialty Stores f 
Allied Stores Corporation..... $581,901 $543,984 5.0% 5.0% 24% 24% 
Arnold Constable and Company. 29,038 26,902 4.2 5.4 22 2.8 
Associated Dry Goods......... 189,864 154,366 6.3 6.5 3.0 3.1 
L. S. Ayres and Company..... 47,006 44,251 5.8 4.9 28 2.4 
Belding Hemingway Company. 23,270 21,538 4.5 3.9 22 ym | 
Best and Company............ 38,071 36,811 10.7 10.2 47 4.5 
EEE Gh sUGGES ke cccsssess 24,707 24,791 — 3.3 11) —3.3 0.6 i 
a 22,736 18,490 — 8&8 — 87 —8.8 —87 
Broadway Hale Stores, Inc..... 112,095 104,910 52 47 2.4 22 
NL OM cach iccescanse 126,483 120,523 9.0 7.7 4.2 3.8 
Carson Pirie Scott and Company. 87,511 81,926 rae 2.4 1.3 lz 
oe ae 14,967 14,943 0.9 1.7 0.5 0.8 
City Specialty Stores, Inc...... 42,519 40,756 3.0 1.7 1.6 1.1 
City Stores Company.......... 251,882 241,755 4.7 4.3 Zs Be 
Consolidated Dry Goods Com- 

ES, See ee 10,676 10,433 5.1 5.4 2.5 2.5 
Crowley Milner and Company. . 26,736 24,084 2.6 1.1 1.3 0.8 
Daniels and Fisher Stores Com- 

eran eis ss sk mort. «3 9.814 8,595 — 49 0.9 —49 0.5 
Davidson Brothers ........... 64,899 64,277 4.5 3.9 2.2 1.9 i 
Dejay Stores, Inc.............. 8,753 8,072 8.1 6.1 4.9 3.8 
Emporium Capwell Company... 79,843 76,506 10.1 9.1 5.1 4.4 
TUE co Sends opssbeee'eys 42,175 39,110 2.3 1.1 1.1 0.5 . 
Federated Department Stores.. 537,722 500,556 8.6 7.9 4.1 3.8 : 
Forbes and Wallace, Inc....... 12,087 11,523 | i Ab 4 1.8 
Fownes Brothers ............. 4,844 4,067 7.9 5.3 5.0 33 
Frost Brothers ..............-. 7,478 7,424 ya 6.8 3:5 3.4 
Gimbel Brothers, Inc.......... 325,025 289,965 4.2 3.6 2.1 1.8 
Goldblatt Brothers, Inc........ 106,640 103,445 1.8 1.8 0.9 0.9 
Halle Brothers, Inc............ 49,836 46,545 4.9 4.0 2.6 2.0 
The Hecht Company........... 113,245 105,717 6.5 5.6 32 2.8 
Joseph Horne Company........ 60,235 53,500 3.9 2.4 1.7 1.2 i 
Hoving Corporation .......... 31,623 29,856 6.9 6.3 a5 3.1 
Interstate Department Stores, 

RSIS E Winiae5 e ayaee 66,359 2,903 3.6 2.9 2.0 1.7 
J. B. Ivey and Company....... 21,608 20,534 10.1 10.1 4.6 4.7 
Kobacker Stores, Inc.......... 33,846 30,762 5.4 5.0 2.4 27 
i ES weadnsssccS ase 36,292 17,811 6.5 4.0 3.3 2.0 
ak ec aaeine ss « 16,913 17,051 1.6 2.! 0.8 5 
R. H. Macy and Company, Inc.. 389,573 359,049 3.3 3.0 1.6 1.5 
Marshall Field and Company.. 201,257 206,309 7.7 6.4 37 32 
May Department Stores Com- 

necked bedib es sss 494,366 444,371 7.9 7.8 3.9 3.8 
Meier and Frank Company..... 47,607 44,209 6.3 6.5 29 3.0 
Mercantile Stores Company, 

eee LGR Nes uss hie 138,786 130,366 5.8 5.4 2.8 2.7 
Miller and Rhoads, Inc........ 28,852 26,281 8.0 6.6 a7 31 
Namm-Loeser’s, Inc. .......... 16,066 16,257 0.1 0.1 0.1 0.1 
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TABLE V—Continued 


Sales (Add 000) 








_- foe 
Department and Specialty Stores 
(Cont.) 
National Department Stores.... $65,203 $62,825 
Neiman-Marcus .............. 33,171 28,933 
pe 15,093 14,790 
Penn Traffic Company........ 10,512 9,392 
J. C. Penney Company........ 1,220,085 1,107,157 
OE eee ee 73,845 65,834 
Rike-Kumler Company ....... 45,237 41,609 
Roos Brothers, Inc............ 13,483 12,177 
Russek’s Fifth Avenue, Inc.... 10,746 11,351 
Scruggs-Vandervoort-Barney .. 59,960 58,611 
Sibley, Lindsey, and Curr Com- 
SE bn ens nc eprihbnnns enh 28,466 27,906 
Stix, Baer and Fuller Com- 
Se ee en ee 55,843 50,005 
Thalhimer Brothers, Inc....... 32,264 30,038 
Weiboldt Stores, Inc........... 58,266 57,560 
Raphael Weill and Company... 19,906 19,998 
Western Department Stores... 34,797 31,858 
eM cio di tess aceite $5,352,029 $5,865,568 
Drug Chains 
Cunningham Drugs ........... $42,573 $40,976 
People’s Drug Company....... 57,570 54,952 
Reed Drug Company.......... 2,243 2,411 
Rexall Drug Company......... 153,465 176,138 
Sommers Drugstores Company. 6,815 6,760 
Sun Ray Drug Company...... 29,762 29,617 
Walgreen Company ........... 192,735 184,267 
BN he Se ote aig AS lees Soe $485,163 $495,121 
Grocery Chains 
H. C. Bohack Company, Inc.... $140,236 $135,497 
Colonial Stores .......... ye § 380,009 244,672 
er errr 410,053 348,215 
Peoe Blast. Taec..............5. 35,387 17,365 
Grand Union Cornpany........ 283,003 219,453 
Jewel Tea Company........... 306,625 275,192 
Kroger Company ............ 1,219,475 1,108,694 
Lucky Stores, Inc....... nS eee 44,842 39,961 
National Tea Company........ 575,585 520,300 
Safeway Stores, Inc........... 1,932,243 1,813,517 
Thorofare Markets ........... 81,660 62,308 





i Socbascneentuaenbewhan $5,409,118 $4,785,174 
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Profits as Per Cent of Sales 





” Before Taxes After Taxes 
1955 1954 1955 1954 
—19 — 2.1 —-19 —2.1 
3.9 Se 1.5 2.6 
10.9 11.3 5.4 5.6 
8.0 5.0 3.7 2.4 
7.9 8.1 3.8 3.9 
6.1 7.0 2.9 3.8 
8.1 7.9 3.9 3.9 
3.3 2.4 1.6 1.2 
—11 —12 —ll  —12 
4.0 3.0 19 1.4 
48 3.7 2.5 2.0 
6.0 7.1 2.9 3.4 
52 5.9 2.6 3.0 
2.0 1.9 1.0 0.9 
19 13 0.9 0.6 
y 7.1 3.4 3.4 
6.1 5.9 3.0 2.9 

8.3% 7.7% 41% 38% 
5.4 5.5 2.6 2.5 
12 —2.0 08 —2.0 
5.8 KW 27 1.9 
3.5 32 1.7 16 
29 2.9 1.4 1.4 
4.1 3.1 aan 1.3 
5.1 3.9 ya.” 1.9 

3.0% 2.5% 16% 1.3% 
3.0 3.0 1.4 14 
3.7 3.7 1.8 1.7 
4.5 3.8 22 1.9 
2.6 2.6 1.3 1.3 
3.2 29 1.5 1.5 
2.3 2.5 12 1.3 
3.6 3.6 1.7 1.7 
2.6 2.5 1.3 1.3 
1.4 1.6 0.7 08 
3.8 3.0 1.8 1.4 
2.3 2.3 1.1 12 
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TABLE V—Continued 


Profits as Per Cent of Sales 
A... 























Sales (Add 000) : Before Taxes After Taxes 
1955 1954 “1955 1954 1955 1954 
Mail Order 
a ee $97,352 $90,505 28% 3.0% 15% 1.6% 
Montgomery Ward and Com- 

Se UE. bekek iyo pous owes 969,947 887,337 7.6 7.9 3.6 4.0 
Sears, Roebuck and Company. 3,306,826 2,965,409 10.1 9.8 48 48 
POU, vcancsnsbebssse se 130,434 129,202 6.8 2.4 33 1.2 

De rt at te A Bt as $4,504,559 $4,072,453 9.3 9.0 4.4 4.4 
Shoe Chains 
A. S. Beck Shoe Corporation... $68,251 $64,542 2.9% 2.6% 15% 14% 
Edison Brothers Stores, Inc... 87,204 80,189 5.8 5.7 2.9 2.8 
G. R. Kinney Company, Inc.... 61,661 46,903 5.6 6.0 2.8 2.9 
Mellville Shoe Corporation... . 114,496 107,866 10.4 10.4 5.6 55 
Nunn-Bush Shoe Company.... 14,947 14,216 6.7 5.1 3.1 2.3 
tetera eure a $346,559 $313,716 6.7 6.6 3.5 3.4 
Variety Chains 
M. H. Fishman Company, Inc.. $14,870 $13,085 6.6% 5.6% 3.2% 31% 
W. T. Grant Company........ 351,849 317,157 5.8 5.9 2.8 2.8 
H. L. Green Stores Company, 

Og he ae ee a ee 111,725 108,524 6.2 6.3 33 3.3 
S. S. Kresge Company......... 354,651 337,914 7.6 7.0 3.9 3.6 
S. H. Kress and Company..... 167,896 169,417 10.9 10.3 5.4 49 
McCrory Stores Corporation... 109,705 103,856 6.3 6.0 3.0 3.0 
McLellan Stores Corporation. . 61,408 60,655 Fe 5.8 2.9 3.0 
G. C. Murphy Company....... 196,423 182,173 9.1 8.3 4.3 4.1 
Neisner Brothers, Inc.......... 68,829 64,971 4.0 3.6 1.9 1.7 
J. J. Newberry Company...... 190,690 179,756 6.2 5.4 3.1 AE 
Rose’s 5, 10, and 25 Cent 

ar ee 25,344 23,349 8.1 7.5 3.7 3.4 
F. W. Woolworth............. 767,779 21,313 7.7 6.4 4.5 EW f 

OE ee a eer eee $2,421,169 $2,282,170 7.3 6.8 3.8 3.5 
Miscellaneous 
Barker Brothers ............. $33,626 28,527 6.0% 4.0% 28% 2.1% 
Black, Starr and Gorham, Inc.. 3,668 3,494 ae 4.5 2.9 2.3 
Butler Brothers .............. 114,863 118,982 4.4 2.9 24 1.4 
CII | shin ses swine cs 18,109 18,330 6.5 8.1 3.4 4.1 
Federal Bake Shop........... 7,150 7,619 6.8 7.7 3.7 3.9 
Gamble-Skogmo, Inc. ......... 104,163 120,466 5.7 3.3 3.2 2.1 
Loft Candy Shop.............. 17,024 16,769 2.9 3.1 1.7 1.8 
Reliable Stores Corporation... 27,626 23,371 9.7 8.2 57 3.9 
Frank G. Shattuck Company. . 48,272 36,394 3.4 3.4 1.6 17 
Spear and Company.......... 23,549 25,153 —24 — 58 —24 —58 
Sterchi Brothers Stores, Inc... 18,383 17,082 11.6 11.2 7 5.4 
Western Auto Supply Company. 197,736 161,651 55 4.6 es Z3 
White’s Auto Stores, Inc...... 29,857 22,532 9.2 10.0 4.3 48 

RRP. ne ohn nbn ae Sie sinsesa $644,026 $600,370 5.5 4.5 2.8 2.5 
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Book Notes* 


Statistics, by C. Clay 


Elementary } Clay 
Sprowls. New York: McGraw- 


Hill Book Company, Inc., 1955, 
xiii + 392 pages. $5.50. 


This book treats statistics as the science of 
decision-making based upon incomplete infor- 
mation. The subject matter is organized and 
presented in an informal manner, designed to 
motivate the learner and to provide him with 
an understanding of basic statistical methods 
and techniques. Four fundamental exercises 
including an experiment in sampling a bead 
box, a random sampling experiment, a per- 
sonal decision problem, and a small research 
problem are employed by the author in this 
process. 

C. Clay Sprowls is Assistant Professor of 
Business Statistics, University of California 
at Los Angeles. 


Practical Distribution Cost Analysis, 
by Donald R. Longman and Mi- 
chael Schiff. Homewood, IIl.: 
Richard D. Irwin, Inc., 1955, xii 
+ 450 pages. $6.95. 


This book first points out that while mar- 
keting research deals with markets and mar- 
keting processes, distribution cost analysis 
treats the selling service itself. It particu- 
larly stresses the fact that these fields comple- 
ment each other and that, together, they cover 
the entire range of systematic fact collection 
and evaluation needed in managing the mar- 
keting activities of a firm. 

The subject matter is divided into five 
parts: Accounting as a Tool of Management, 
Introduction to Distribution Costs, Compre- 
hensive Distribution Cost Analysis, Abbrevi- 
ated Methods of Distribution Cost Analysis, 
and Distribution Cost Standards. Following 


*Unless otherwise noted, Book Notes were pre- 
pared by T. D. Ellsworth. 
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this subject matter, there are also eight prob- 
lems dealing with various aspects of distri- 
bution cost analysis. 

Donald R. Longman is Director of Mar- 
keting Research for the Atlantic Refining 
Company and Richard Schiff is Professor of 
Accounting, New York University. 


Plastics Progress, 1955, Papers and 
Discussions at the British Plastics 
Convention, 1955, by Morgan 
Phillip. London: Iliffe & Sons, 
Ltd.; New York: Philosophical 
Library, 1956; 426 pages + index. 
$17.50. 


This book, third in a series of reports of 
the British Plastics Exhibition and Conven- 
tion, is again a compilation of papers pre- 
sented by 23 scientists discussing original 
investigations, new developments, improve- 
ments, and achievements in the rapidly ex- 
panding plastics industry. These authors have 
presented graphically many of the problems 
about plastics that have emerged during their 
experiments and for which some answers 
have been found. 

For the retailer who is interested in keep- 
ing abreast of the technology in the field of 
plastics, this convention report is valuable. 
Having been written for scientists, however, 
it is not casual reading for the average 
consumer. 

Discussions cover such topics as polymer 
structure and properties, expanded plastics, 
thermoplastics, extrusion, molding methods, 
patents, and glass reinforced plastics. Since 
many plastics discussed in this book are being 
used alone or in combination with other mate- 
rials to make furniture, automobile bodies, 
household items, toys and accessories, both 
retailers and manufacturers have an interest 
in the new developments reported. 

Karen R. Gillespie 
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What Parking Means to Business, 
Washington, D. C.: Automotive 
Safety Foundation, 1956. 


The results of these Highway Research 
Board studies show that 80 to 90 per cent of 
retail purchases both downtown and in the 
suburbs are made by women. Surveys in rep- 
resentative cities show that shoppers consider 
downtown’s chief attraction to be wide va- 
riety of goods and services and its worst 
drawback difficult parking. Nearness to 
homes is rated the main advantage of sub- 
urban shopping areas but their worst draw- 
back is limited selection. Downtown is gen- 
erally preferred for formal clothing, shoes, 
house furnishings, etc. 


Consumer Co-operative 


(Continued from page 65) 


7“Questions and Answers about the Co-op,” 
Potomac Cooperative Federation, Washington, D.C., 
1955, 

§ 1950 Census of Population, Volume II, Part 1. 

91950 Census of Population, Volume II, Part 9. 
Table 34. 

10 1950 Census of Population, Volume II, Part 1. 


Television Advertising 
(Continued from page 79) 


3. Fast service on delivery of tele- 
vision merchandise. 

4. Appointment of a store television 
co-ordinator, either as a full-time or at 
least part-time job of one executive. 


Provide sufficient legmen for liaison 
in all departments concerned. 

5. Proper co-ordination with direct- 
mail department to see that any names 
of people who order from television are 
put on an active mailing list, even 
though they may not be charge 
customers. 

6. Last, leave a margin for error. 

The mushrooming increase of U.H.F, 
stations is another retailer’s opportun- 
ity. As most U.H.F. programming is 
on film, these newcomers would wel- 
come the opportunity to initiate live 
programming in co-operation with your 
store, even if it were only live commer- 
cials done by a store-trained announcer. 

The move toward television must 
come from top management. I repeat 
—it cannot be done on a “one-shot” 
basis. Results cannot be expected over- 
night, but they can happen that way. 
Merchandise that is advertised must be 
in stock and available. It must have 
eye appeal, timeliness, and price at- 
traction. The comptroller’s policy that 
prevents buyers from purchasing out- 
of-stock staples because they do not 
have any open-to-buy has no place in 
television thinking. It’s dynamite, and 
dynamite when properly used can move 
mountains. So, too, television can move 
mountains of retail merchandise. 

This whole new world of advertising 
is not a few years hence; it is here now. 
For those retailers who did not wait 
for others to lead the way, it has been 
here for five years or more. However, 
this five-year lead has made available 
many test cases for study. This simpli- 
fies the perfecting of retail television 
techniques for the latecomer. 
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The J. C. Penney Co. 


(Continued from page 94) 


tomers were amazed to meet no resist- 
ance when they returned their pur- 
chases. Such pleased customers soon 
become firm Penney Company boosters. 

Product claims on Penney labels and 
in Penney advertisements are ex- 
tremely conservative. The testing labo- 
ratory staff must prove that an item 
will perform as claimed by the manu- 
facturer before such claims are backed 
by the Penney Company. As a result, 
Penney store customers have learned 
to rely upon Penney Company claims 
for the goods it sells. 

Through the drive to serve the cus- 
tomers as Penney associates would like 
to be served themselves, the Penney 
Company enjoys strong customer loy- 
alty. Many people in their 30’s and 
40's today can remember being piled 
into the family Model T Ford as kids 
to drive 40 miles to the nearest Pen- 
ney store to be outfitted for school. 
This same type of loyalty persists today. 


Conclusions 


The Penney Company success is sup- 
ported by three pillars: decentraliza- 
tion of responsibility and authority, 
compensation and promotion according 
to productivity, and customer satisfac- 
tion. According to the present manage- 
ment, these three pillars of strength 
represent the logical application of the 
Golden Rule. ‘Therefore all things 
whatsoever ye would that men should 
do to you, do ye even so to them: for 
this is the law and the prophets.” 
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What Price Services? 
(Continued from page 89) 


make a study in their own community 
of what a customer expects of a store. 
The results may open our eyes to the 
enlightened thinking among our con- 
sumers in regard to the cost of the 
distribution of goods. 

In my opinion, it is going to take 
courage, it is going to take initiative, 
and it is going to take imagination be- 
yond what we have now to think in 
terms of what our stores would be like 
if we put the emphasis on the selection 
and selling of goods rather than on how 
much service we have to give to sell 
what we bought that was not chosen 
wisely. It is something that must be 
done and, as I see it, must be done 
soon. Each day we notice the narrow- 
ing gap between markup and expenses. 
If this gap is to be widened, and no one 
will argue that it should not be, it is 
going to require consumer research on 
how much we are expected to give and 
how much the customer will pay for in 
the way of services. 

One last thought, as we look at the 
department-store field in general. I 
wonder if many think of it as a series 
of monuments to great men who had 
ideas and were not afraid to put them 
into effect. They thought independ- 
ently, and they acted independently. 
This is what is going to have to happen 
with regard to this question of services. 
Therefore, the leaders of tomorrow are 
going to be the men of today who will 
take independent action with regard to 
the cost of the distribution of merchan- 
dise, will cut out the services that are 
unnecessary, and will charge for those 
that are necessary, but only to the peo- 
ple who require them. 








